CHAPTER 550. GENERAL INSURANCE LAWS

EMERGENCY INSURANCE LEGISLATION
Act 66 of 1933

AN ACT to regulate insurance corporations, fraternal benefit and other societies and associations doing an
insurance business in Michigan during and under certain emergencies, to extend the powers of the
commissioner of insurance over such companies and business in such emergencies; to prevent preferences
among policyholders and creditors of such companiesin the payment of debts and claims and withdrawals of
cash; to preserve the solvency and integrity of such companies during such emergencies for the benefit of all
policyholders and other obligees of such companies and societies; and to limit certain legal process and
proceedings for the period prescribed herein.

History: 1933, Act 66, Imd. Eff. Apr. 28, 1933.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

The People of the Sate of Michigan enact:

550.1 Declaration of emergency.

Sec. 1. That an emergency exists in the United States of America and the state of Michigan with respect to
its financial and investment ingtitutions and the financial condition of its people generally, such emergency
affecting the business of insurance. The provisions of this act are, therefore, deemed to be for the protection of
the public as awhole; to preserve the stability of insurance companies; to prevent undue preference among the
policyholders of such companies; and to conserve the income and assets of such companies for the benefit of
their policyholders and creditors.

History: 1933, Act 66, Imd. Eff. Apr. 28, 1933;0 CL 1948, 550.1.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsihilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.2 Insurance company disbursement limitations.

Sec. 2. The provisions of any law of this state to the contrary notwithstanding, during any period of public
calamity resulting in abnormal financial losses to and unforeseen and excessive disbursements by any
insurance company, fraternal benefit society or association (herein referred to as “company” or “companies’)
doing business in this state, and during any financial emergency, including the emergency referred to in the
governor's proclamation of February 14, 1933, and the president's proclamation of March 6, 1933, and other
similar emergencies, occurring as the result of financial disturbances in business generally, threatened or
actual disaster to the banking and other financia institutions of the United States or of this state, and
disruption of business and orderly business process resulting in such unusua demands upon the cash or other
assets of insurance companies doing business in this state as to endanger the solvency of or threaten
insolvency to any such companies and the consequences thereof, the commissioner of insurance may, by
general regulations applicable to all such companies, or by specia regulations applicable to any class of
insurance companies, prescribe such limits or restrictions upon the disbursements, loans, investment of funds
or other disposition of assets of any such companies as in his judgment is or may be necessary for the
preservation of the rights of all of the policy-holders, beneficiaries or assignees, or other claimants or
creditors of such companies, for the purpose of preventing such undue preferential payments to certain
policyholders, beneficiaries, claimants and creditors as may or will imperil or prejudice the rights of other
policyholders, beneficiaries, claimants and creditors, and for the promotion and maintenance of sound
insurance practices. Provided, That no such rules or regulations shall be made in any case to relieve the
company from making any loan applied for by the policyholder against the legal reserves on his or her policy
for the purpose of paying his or her premium on his or her policy of insurance in such company.

History: 1933, Act 66, Imd. Eff. Apr. 28, 1933;0 CL 1948, 550.2.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.
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550.3 Insurance commissioner regulatory powers.

Sec. 3. The rules and regulations made by the commissioner of insurance pursuant to this act, when filed
with the secretary of the state of Michigan, shall have the force and effect of law; and the said commissioner
is hereby granted the power and authority to ater, amend and promulgate all such rules and regulations.

History: 1933, Act 66, Imd. Eff. Apr. 28, 1933;00 CL 1948, 550.3.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.4 Foreign insurance companies; other states' regulations, application.

Sec. 4. The said commissioner is hereby authorized and empowered to put into effect, and to enforce as
against any foreign insurance company doing business in this state, any rule or regulation made applicable to
any Michigan corporation or society doing an insurance business in the domestic state of such foreign
company, during the period of any emergency covered by the provisions of this act. This section shall be in
addition to, and not in limitation of, any law of this state requiring or permitting reciprocal application of the
laws of this state to foreign insurance companies doing business in Michigan or requiring equal privileges to
be extended to Michigan companies operating in other states.

History: 1933, Act 66, Imd. Eff. Apr. 28, 1933;0] CL 1948, 550.4.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.5 Purposes of act.

Sec. 5. The purposes of the provisions of this act, among other things, are to preserve as far as possible the
solvency of such insurance companies as are qualified and authorized to carry on business in this state, and to
prevent the impairment of the obligations of the contracts of such companies as awhole.

History: 1933, Act 66, Imd. Eff. Apr. 28, 1933;0 CL 1948, 550.5.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.6 Suits against insurance companies; statute of limitations, extension.

Sec. 6. During the period of any such calamity or emergency no suit at law or in equity shall be
commenced or brought on for hearing, in any court of this state, for the enforcement of demands upon or
against any insurance company when the payment thereof has been prohibited, suspended, or otherwise
regulated by the commissioner of insurance pursuant to this act, nor shall proceedings be taken in any such
court or by the state treasurer to satisfy any judgment obtained by any policyholder, or his assignee in any
proceeding had or taken to enforce said demands. The commissioner of insurance may intervene in any such
suit or proceeding by virtue of his office, and he or the defendant company may plead this statute and any
regulation or order made pursuant thereto, in temporary bar or stay of any such action or proceeding. The
period of such emergency shall be added to any statute limiting the time for commencement of any action to
enforce such policy rights, or the issuance of the writ of execution or other mandatory writ enforcing such
rights.

History: 1933, Act 66, Imd. Eff. Apr. 28, 1933;0] CL 1948, 550.6.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.7 Duration of emergency; proclamations.

Sec. 7. The emergency referred to in section 1 hereof shall be deemed to continue until March 30, 1935,
unless the legidature of this state, if in session, or the governor of this state, if the legislature be not in session,
shall by resolution or proclamation officially declare such emergency to have sooner terminated; and as to any
other such emergency hereafter occurring, the provisions of this act shall not be effective unless and until the
governor of the state shall by proclamation have declared the same to exist and invoke therein the provisions
of this act. In any such case, the governor by proclamation shall have the power to declare such emergency
terminated at such date certain as he may determine.

History: 1933, Act 66, Imd. Eff. Apr. 28, 1933;0 CL 1948, 550.7.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
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commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.8 Violation of act; misdemeanor; license revocation, grounds.

Sec. 8. Any person or corporation violating any of the provisions hereof, or any regulation or proclamation
made pursuant hereto, shall be deemed guilty of a misdemeanor, and of violating the insurance law of this
state; and any such violation by any insurance company or its agent shall be deemed cause for revoking the
license of such company or agent, as the case may be, to do an insurance businessin this state.

History: 1933, Act 66, Imd. Eff. Apr. 28, 1933;0 CL 1948, 550.8.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

INTERSTATE INSURANCE RECEIVERSHIP COMPACT
Act 385 of 1996

550.11-550.13 Repealed. 1996, Act 385, Eff. June 1, 2006.
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PRUDENT PURCHASER ACT
Act 233 of 1984

AN ACT to authorize certain organizations to enter into prudent purchaser agreements with health care
providers; to control health care costs, assure appropriate utilization of health care services, and maintain
quality of health care; to provide for the regulation of certain organizations, health care providers, health care
facilities, and prudent purchaser arrangements; to establish a joint legislative committee to investigate the
degree of competition in the health care coverage market in this state; and to provide for the powers and
duties of certain state officers and agencies.

History: 1984, Act 233, Eff. Dec. 20, 1984.

The People of the State of Michigan enact:

550.51 Short title.
Sec. 1. This act shall be known and may be cited as the “ prudent purchaser act”.
History: 1984, Act 233, Eff. Dec. 20, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.52 Definitions.

Sec. 2. Asused in this act:

(8) “Commissioner” means the commissioner of insurance.

(b) “Denta care corporation” means a dental care corporation incorporated under Act No. 125 of the
Public Acts of 1963, being sections 550.351 to 550.373 of the Michigan Compiled Laws.

(c) “Health care corporation” means a health care corporation incorporated under the nonprofit health care
corporation reform act, Act No. 350 of the Public Acts of 1980, being sections 550.1101 to 550.1704 of the
Michigan Compiled Laws.

(d) “Health care provider” means a health facility or a person licensed, certified, or registered under parts
61 to 65 or 161 to 182 of the public health code, Act No. 368 of the Public Acts of 1978, being sections
333.6101 to 333.6523 and 333.16101 to 333.18237 of the Michigan Compiled Laws. However, health care
provider does not include a pharmacist or pharmacy engaged in the retail sale of drugs, until January 1, 1987.

(e) “Health facility” means:

(i) A facility or agency licensed or authorized under parts 201 to 217 of the public health code, or a
licensed part thereof, except afacility or agency licensed under part 203 of the public health code.

(if) A mental hospital, psychiatric hospital, psychiatric unit, or mental retardation facility operated by the
department of mental health or certified or licensed under Act No. 258 of the Public Acts of 1974, being
sections 330.1001 to 330.2106 of the Michigan Compiled Laws.

(iii) A facility providing outpatient physical therapy services, including speech pathology services.

(iv) A kidney disease treatment center, including a freestanding hemodialysis unit.

(v) An organized ambulatory health care facility.

(vi) A tertiary health care service facility.

(vii) A substance abuse treatment program licensed under parts 61 to 65 of the public health code, Act No.
368 of the Public Acts of 1978, being sections 333.6101 to 333.6523 of the Michigan Compiled Laws.

(viii) An outpatient psychiatric clinic.

(iX) A home health agency.

(f) “Health maintenance organization” means a health maintenance organization licensed under article 17
of the public health code, Act No. 368 of the Public Acts of 1978, being sections 333.20101 to 333.22181 of
the Michigan Compiled Laws.

(9) “Hospital service corporation” means a hospital service corporation incorporated under Act No. 109 of
the Public Acts of 1939, being sections 550.501 to 550.517 of the Michigan Compiled Laws.

(h) “Insurer” means an insurer as defined in section 106 of the insurance code of 1956, Act No. 218 of the
Public Acts of 1956, being section 500.106 of the Michigan Compiled Laws.

(i) “Medical care corporation” means a medical care corporation incorporated under Act No. 108 of the
Public Acts of 1939, being sections 550.301 to 550.316 of the Michigan Compiled Laws.

()) “Organization” means an insurer, a dental care corporation, hospital service corporation, medical care
corporation, health care corporation, or third party administrator.

(k) “Provider panel” means a panel of health care providers providing health care services pursuant to a
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prudent purchaser agreement.

() “Prudent purchaser agreement” means an agreement between an organization and a health care provider
pursuant to section 3.

(m) “Third party administrator” means an administrator operating under a certificate of authority issued by
the commissioner pursuant to the third party administrator act.

History: 1984, Act 233, Eff. Dec. 20, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.53 Prudent purchaser agreement; number; location of health care provider; membership
on provider panel; written standards; notice procedures; provider application period;
providing standards on request; notice of acceptance or rejection; reasons for
termination; professional review program; evaluation; 2 or more classes of health care
providers providing same health care service; removal from provider panel; membership
in more than 1 provider panel; provider panel including health care providers and facilities
outside Michigan; required information; emergency episode of illness or injury; limiting
number of prudent purchaser agreements; benefits for services within scope of practice of
optometry or chiropractic.

Sec. 3. (1) An organization may enter into a prudent purchaser agreement with 1 or more health care
providers of a specific service to control health care costs, assure appropriate utilization of health care
services, and maintain quality of health care. The organization may limit the number of prudent purchaser
agreements entered into pursuant to this section if the number of agreements is sufficient to assure reasonable
levels of access to health care services for recipients of those services. The number of prudent purchaser
agreements authorized by this section that are necessary to assure reasonable levels of access to health care
services for recipients shall be determined by the organization. However, the organization shall offer a
prudent purchaser agreement, comparable to those agreements with other members of the provider panel, to at
least 1 health care provider that provides the applicable health care services and is located within a reasonable
distance from the recipients of those health care services, if a health care provider that provides the applicable
health care servicesis located within that reasonable distance.

(2) An organization shall give all health care providers that provide the applicable health care services and
are located in the geographic area served by the organization an opportunity to apply to the organization for
membership on the provider panel.

(3) A prudent purchaser agreement shall be based upon the following written standards which shall be filed
by the organization with the commissioner on aform and in a manner that is uniformly developed and applied
by the commissioner before theinitial provider pand is formed:

(8) Standards for maintaining quality health care.

(b) Standards for controlling health care costs.

(c) Standards for assuring appropriate utilization of health care services.

(d) Standards for assuring reasonable levels of access to health care services.

(e) Other standards considered appropriate by the organization.

(4) An organization shall develop and institute procedures that are designed to notify health care providers
located in the geographic area served by the organization of the acceptance of applications for a provider
panel. The procedures shall include the giving of notice to providers of the service upon request and shall
include publication in a newspaper with general circulation in the geographic area served by the organization
at least 30 days before the initial provider application period. An organization shall provide for an initial
60-day provider application period during which providers of the service may apply to the organization for
membership on the provider panel. An organization that has entered into a prudent purchaser agreement
concerning a particular health care service shall provide, at least once every 4 years, for a 60-day provider
application period during which providers of that service may apply to the organization for membership on
the provider panel. Notice of this provider application period shall be given to providers of the service upon
request and shall be published in a newspaper with general circulation in the geographic area served by the
organization at least 30 days before the commencement of the provider application period. The initial 60-day
provider application period and procedures and the 4-year 60-day provider application periods and procedures
required under this subsection do not apply to organizations whose provider panels are open to application for
membership at any time. Upon receipt of a request by a health care provider, the organization shall provide
the written standards described in subsection (3) to the health care provider. Within 90 days after the close of
a provider application period, or within 30 days following the completion of the applicable physician
Rendered Friday, January 22, 2010 Page 5 Michigan Compiled Laws Complete Through PA 242 of 2009

O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



credentialing process, whichever islater, an organization shall notify an applicant in writing as to whether the
applicant has been accepted or rejected for membership on the provider panel. If an applicant has been
rejected, the organization shall state in writing the reasons for rejection, citing 1 or more of the standards.

(5) A health care provider whose membership on an organization's provider panel is terminated shall be
provided upon request with awritten explanation by the organization of the reasons for the termination.

(6) An organization that enters into a prudent purchaser agreement shall institute a program for the
professional review of the quality of health care, performance of health care personnel, and utilization of
services and facilities under the prudent purchaser agreement. At least every 2 years, the organization shall
provide for an evaluation of its professional review program by a professionally recognized independent third
party.

(7) If 2 or more classes of health care providers may legally provide the same health care service, the
organization shall offer each class of health care providers the opportunity to apply to the organization for
membership on the provider panel.

(8) Each prudent purchaser agreement shall state that the health care provider may be removed from the
provider panel before the expiration of the agreement if the provider does not comply with the requirements
of the contract.

(9) This act does not preclude a health care provider or health care facility from being a member of more
than 1 provider panel.

(10) A provider panel may include health care providers and facilities outside Michigan if necessary to
assure reasonable levels of access to health care services under coverage authorized by this act.

(11) When coverage authorized by this act is offered to a person, the organization shall give or cause to be
given to the person the following information:

(a) Theidentity of the organization contracting with the provider panel.

(b) The identity of the party sponsoring the coverage including, but not limited to, the employer.

(c) The identity of the collective bargaining agent if the coverage is offered pursuant to a collective
bargaining agreement.

(12) If a person who has coverage authorized by this act is entitled to receive a health care service when
rendered by a health care provider who is a member of the provider panel, the person is entitled to receive the
health care service from a health care provider who is not a member of the provider panel for an emergency
episode of illness or injury that requires immediate treatment before it can be obtained from a health care
provider who is on the provider panel.

(13) Subsections (2) to (12) do not limit the authority of organizations to limit the number of prudent
purchaser agreements.

(14) If coverage under a prudent purchaser agreement provides for benefits for services that are within the
scope of practice of optometry, this act does not require that coverage or reimbursement be provided for a
practice of optometric service unless that service was included in the definition of practice of optometry under
section 17401 of the public health code, 1978 PA 368, MCL 333.17401, as of May 20, 1992.

(15) If coverage under a prudent purchaser agreement provides for benefits for services that are within the
scope of practice of chiropractic, this act does not require that coverage or reimbursement be provided for a
practice of chiropractic service unless that service was included in the definition of practice of chiropractic
under section 16401 of the public health code, 1978 PA 368, MCL 333.16401, as of January 1, 2009.

History: 1984, Act 233, Eff. Dec. 20, 1984;00 Am. 1994, Act 439, Eff. Mar 30, 1995;00 Am. 1996, Act 518, Eff. Oct. 1, 1997;00 Am.
2009, Act 224, Imd. Eff. Jan. 5, 2010.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.53a Disclosure of financial relationships between organization and participating health
care providers, health care facilities, or other entities.

Sec. 3a. An organization that establishes a prudent purchaser agreement shall disclose in writing to all
purchasers of its coverage and to al covered members of its plans upon request the financial relationships
between the organization and its participating health care providers, health care facilities, or other similar
entities, including all of the following as applicable:

(a) Whether a fee-for-service arrangement exists, under which the provider is paid a specified fee for each
particular covered service rendered to each covered individual.

(b) Whether a capitation arrangement exists, under which a fixed amount is paid to the provider for all
covered services rendered to each covered individual.

(c) Whether payments to providers are made according to how well the provider meets criteria regarding
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costs, quality, patient satisfaction, or other criteria.
History: Add. 1996, Act 518, Eff. Oct. 1, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.53b Prudent purchaser agreement services; providing requested information to insurer.
Sec. 3b. An organization that is providing prudent purchaser agreement services to an insurer shall provide
the insurer on a timely basis with information requested by the insurer that the organization has and that the
insurer needs to comply with section 2212 of the insurance code of 1956, Act No. 218 of the Public Acts of
1956, being section 500.2212 of the Michigan Compiled Laws.
History: Add. 1996, Act 518, Eff. Oct. 1, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.54 Discrimination prohibited; complaint of violation; hearing; penalty.

Sec. 4. An organization shall not refuse to enter into a prudent purchaser agreement with a health care
provider on the basis of religion, race, color, national origin, age, sex, or marital status. Upon receipt of a
complaint of a violation of this section, in a form satisfactory to the commissioner, and if the commissioner
has probable cause to believe that such a violation has occurred, the commissioner shall conduct a hearing
pursuant to the administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969, being sections
24.201 to 24.315 of the Michigan Compiled Laws. If after such hearing the commissioner determines the
organization has violated this section, the commissioner may do 1 or more of the following:

(a) Issue a cease and desist order requiring the organization to cease and desist from engaging in the
conduct prohibited by this section.

(b) Issue a cease and desist order requiring the organization to enter into a prudent purchaser agreement
with a health care provider.

(c) Impose a fine of not more than $500.00 for each violation, but not to exceed an aggregate fine of
$5,000.00, unless the organization knew or reasonably should have known it was violating this section, in
which case the fine shall not be more than $2,500.00 for each violation and shall not exceed an aggregate fine
of $25,000.00 for all violations committed in a 6-month period.

(d) Suspend, limit, or revoke the organization's license or certificate of authority.

History: 1984, Act 233, Eff. Dec. 20, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.55 Notice of membership in provider panels; display.

Sec. 5. A hedlth care provider which is a member of a provider panel shall display a notice in a
conspicuous place at the entrance of the health care provider's facility indicating those provider panels to
which the health care provider is amember.

History: 1984, Act 233, Eff. Dec. 20, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.56 Reporting certain information on standard forms required; availability of information
to appropriate state agencies; confidentiality.

Sec. 6. (1) An organization which enters into prudent purchaser agreements with health care providers
under this act shall report with its annual statement, or on a date set by the commissioner, on standard forms
prescribed by the commissioner the following information:

(a) The number of natural persons receiving health care benefits under prudent purchaser agreements.

(b) The number of individual and group contracts providing health care services pursuant to prudent
purchaser agreements.

(c) The dollar volume of business conducted under prudent purchaser agreements.

(2) Information received by the commissioner pursuant to this section shal be made available to
appropriate state agencies for purposes of reviewing and evaluating this act.

(3) The commissioner and state agencies shall ensure the confidentiality of information containing data
which may be associated with a particular organization. Information pertaining to the diagnosis, treatment, or
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health of any person receiving health care benefits under prudent purchaser agreements shall be confidential
and shall not be disclosed to any person, except to the extent that it may be necessary to carry out the
purposes of this act; upon the express consent of the person; pursuant to statute or court order for the
production of evidence or the discovery thereof; or in the event of claim examination or litigation between the
person and the organization, to the extent that the data or information is pertinent.

History: 1984, Act 233, Eff. Dec. 20, 1984;00 Am. 1988, Act 282, Imd. Eff. July 27, 1988.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.57 Agreements between health care providers and purchasers of health care services.
Sec. 7. Nothing in this act shall preclude 1 or more health care providers from entering into agreements
with purchasers of health care services for the provision of health care services. Such agreements between 1
or more health care providers and purchasers of health care services shall not be considered to be per se
violations of Michigan law prohibiting unreasonable restraint of trade. However, such agreements shall be
fully subject to Michigan law regarding monopolization or attempted monopolization.
History: 1984, Act 233, Eff. Dec. 20, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.58 Organization subject to enabling act; financial records.

Sec. 8. (1) An organization which provides or administers health care benefits or coverage under a prudent
purchaser agreement shall remain subject to all of the provisions of its enabling act.

(2) An organization shall maintain financial records for its prudent purchaser agreements and activitiesin a
form separate or separable from the financial records of other operations and activities carried on by the
organi zation.

History: 1984, Act 233, Eff. Dec. 20, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.59 Report on competition in retail pharmacy industry.

Sec. 9. The department of management and budget shall contract with an independent third party for a
report which shall determine the extent of competition in the retail pharmacy industry, whether such
competition results in maximum economic efficiency and the lowest possible costs for consumers, and the
potential effects of this act on the retail pharmacy industry. Such report shall be submitted to the legidature
before June 1, 1986.

History: 1984, Act 233, Eff, Dec. 20, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.60 Repealed. 2005, Act 203, Imd. Eff. Nov. 10, 2005.

Compiler's note: The repealed section pertained to creation of a joint committee to investigate competition in the health care
coverage market.

550.61 Repealed. 1988, Act 282, Imd. Eff. July 27, 1988.
Compiler's note: The repealed section pertained to applicability of act.

550.62 Provisions inapplicable to certain contracts and renewal thereof.

Sec. 12. Nothing in this act shall apply to any contract which is in existence before the effective date of this
act, or the renewal of such contract.

History: 1984, Act 233, Eff. Dec. 20, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financia and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.63 Conditional effective date.

Sec. 13. This act shall not take effect unless al of the following bills of the 82nd Legislature are enacted
into law:
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(a) Senate Bill No. 714.

(b) House Bill No. 4799.

(c) House Bill No. 4800.

(d) House Bill No. 4801.

(e) House Bill No. 5067.

(f) House Bill No. 5068.

(g) House Bill No. 5141.

History: 1984, Act 233, Eff. Dec. 20, 1984.

Compiler'snote: Thehillsreferred to in this section were enacted into law as follows:

Senate Bill No. 714, filed with the Secretary of State December 20, 1984, became P.A. 1984, No. 280, Imd. Eff. Dec. 20, 1984;

House Bill No. 4799, filed with the Secretary of State July 30, 1984, became P.A. 1984, No. 230, Imd. Eff. July 30, 1984;

House Bill No. 4800, filed with the Secretary of State July 30, 1984, became P.A. 1984, No. 231, Imd. Eff. July 30, 1984;

House Bill No. 4801, filed with the Secretary of State July 30, 1984, became P.A. 1984, No. 232, Imd. Eff. July 30, 1984;

House Bill No. 5067, filed with the Secretary of State July 30, 1984, became P.A. 1984, No. 235, Imd. Eff. July 30, 1984;

House Bill No. 5068, filed with the Secretary of State July 30, 1984, became P.A. 1984, No. 234, Imd. Eff. July 30, 1984; and

House Bill No. 5141, filed with the Secretary of State July 13, 1984, became P.A. 1984, No. 218, Imd. Eff. July 13, 1984.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

SURETY COMPANIES
Act 266 of 1895

550.101-550.111 Repealed. 1964, Act 256, Eff. Aug. 28, 1964;—2001, Act 183, Imd. Eff. Dec.
21, 2001.

MUTUAL INSURANCE COMPANIES; APPROVAL FEE
Act 151 of 1893

550.151,550.152 Repealed. 1956, Act 218, Eff. Jan. 1, 1957.

UNIFORM INSURERSLIQUIDATION ACT
Act 158 of 1943

550.201-550.213 Repealed. 1956, Act 218, Eff. Jan. 1, 1957.
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OFFICE AGENT; SET-OFF FOR DAMAGES
Act 143 of 1935

AN ACT relative to the payment of the unpaid balance owed by an insurance agent to an insurance
company taken over by the commissioner of insurance or in the hands of a receiver; to authorize as a set-off
thereof damages incurred to the business of any such agent on account of the taking over by the commissioner
of insurance of such insurance company, or of the placing of same into the hands of a receiver; and to declare
the effect of this act.

History: 1935, Act 143, Imd. Eff. June 4, 1935.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of

Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled a¢ MCL 338.3501 of the Michigan
Compiled Laws.

The People of the State of Michigan enact:

550.231 Office agent of insurance company taken over by insurance commissioner or
receiver; off-set for damages.

Sec. 1. Any insurance agent, who has been the office agent of an insurance company taken over by the
commissioner of insurance or an insurance company in the hands of a receiver, may off-set against any
balance unpaid and owing such insurance company the damages resulting to such agent, and his insurance
business, due to the taking over of such company by the commissioner of insurance or the placing of such
company in the hands of areceiver.

History: 1935, Act 143, Imd. Eff. June 4, 1935;00 CL 1948, 550.231.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.232 Applicability of act.

Sec. 2. The provisions of this act shall apply to any balances unpaid and owing any such insurance
companies at the time this act shall take effect, as represented in moneys uncollected by the agent and moneys
collected by the agent and deposited in banks now closed, and shall apply to all actions at law or in equity to
recover said unpaid balances which are pending in the courts of this state at the time this act shall take effect.

History: 1935, Act 143, Imd. Eff. June 4, 1935;0] CL 1948, 550.232.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.233 Construction of act.
Sec. 3. This act shall be construed as supplemental to the existing laws of this state governing insurance
companies and insurance agents, and insofar as inconsistent shall supersede said laws.

History: 1935, Act 143, Imd. Eff. June 4, 1935;[1 CL 1948, 550.233.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

Rendered Friday, January 22, 2010 Page 10 Michigan Compiled Laws Complete Through PA 242 of 2009
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



THE COORDINATION OF BENEFITSACT
Act 64 of 1984

AN ACT to provide for the coordination of certain benefits; to prescribe the powers and duties of certain
state departments and agencies; and to provide for the promulgation of rules.

History: 1984, Act 64, Imd. Eff. Apr. 18, 1984.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of

Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

The People of the Sate of Michigan enact:

550.251 Short title.
Sec. 1. This act shall be known and may be cited as “the coordination of benefits act”.
History: 1984, Act 64, Imd. Eff. Apr. 18, 1984.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled a¢ MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.252 Definitions.

Sec. 2. Asused in this act:

(a) “Certificate” means any of the following:

(i) A certificate issued by a health care corporation in connection with a group disability benefit plan under
which health or dental care benefits are provided to a group of subscribers.

(if) A contract issued by a medica care corporation in connection with a group disability benefit plan
under which health or dental care benefits are provided to a group of subscribers.

(iii) A contract issued by a hospital service corporation in connection with a group disability benefit plan
under which health or dental care benefits are provided to a group of subscribers.

(iv) A health maintenance contract issued by a health maintenance organization in connection with a group
disability benefit plan under which health maintenance services are provided, either directly or through
contracts with affiliated providers, to agroup of subscribers.

(v) A contract issued by a dental care corporation in connection with a group disability benefit plan under
which dental care benefits are provided to a group of subscribers.

(b) “Dental care corporation” means a dental care corporation incorporated under Act No. 125 of the
Public Acts of 1963, being sections 550.351 to 550.373 of the Michigan Compiled Laws.

(c) “Group disability benefit plan” means a program making health or dental care benefits available to
covered persons because of the covered person's membership in or connection with a particular organization
or group, which benefits are provided through 1 or more policies or certificates.

(d) “Health care corporation” means a health care corporation incorporated under the nonprofit health care
corporation reform act, Act No. 350 of the Public Acts of 1980, being sections 550.1101 to 550.1704 of the
Michigan Compiled Laws.

(e) “Health maintenance organization” means a health maintenance organization licensed under article 17
of the public health code, Act No. 368 of the Public Acts of 1978, being sections 333.20101 to 333.22181 of
the Michigan Compiled Laws.

(f) “Hospital service corporation” means a hospital service corporation incorporated under Act No. 109 of
the Public Acts of 1939, being sections 550.501 to 550.517 of the Michigan Compiled Laws.

(9) “Insurer” means an insurer as defined in section 106 of the insurance code of 1956, Act No. 218 of the
Public Acts of 1956, being section 500.106 of the Michigan Compiled Laws.

(h) “Medica care corporation” means a medical care corporation incorporated under Act No. 108 of the
Public Acts of 1939, being sections 550.301 to 550.316 of the Michigan Compiled Laws.

(i) “Policy” means a group disability insurance policy issued by an insurer in connection with a group
disability benefit plan which provides for hospital, medical, surgical, dental, or sick care benefits.

History: 1984, Act 64, Imd. Eff. Apr. 18, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.
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550.253 Policy or certificate containing coordination of benefits provision; payment of
benefits; reduction or limitation of benefits prohibited; health maintenance organization.
Sec. 3. (1) Any policy or certificate delivered or issued for delivery in this state in connection with a group

disability benefit plan may contain provisions coordinating the benefits or services that would otherwise be

provided to a covered person. Any such policy or certificate that contains a coordination of benefits provision
shall provide that benefits will be payable as follows when coordinating with another policy or certificate that
also has a coordination of benefits provision:

(a) The benefits of apolicy or certificate that covers the person on whose expenses the claim is based other
than as a dependent shall be determined before the benefits of a policy or certificate that covers the person as
a dependent. However, if the person is a medicare beneficiary and as a result of the provisions of title XVII1
of the socia security act, chapter 531, 49 Stat. 620, 42 U.S.C. 1395 to 1395b, 1395b-2, 1395c to 1395i,
1395i-2 to 1395i-4, 1395 to 1395t, 1395u to 1395w-2, 1395w-4 to 1395yy, and 1395bbb to 1395ccc,
medicare is secondary to the policy or certificate covering the person as a dependent and primary to the policy
or certificate covering the person as other than a dependent, then the order of benefits is reversed and the
policy or certificate covering the person as other than a dependent is secondary and the policy or certificate
covering the person as a dependent is primary.

(b) Except as otherwise provided in subdivision (c), if 2 policies or certificates cover a person on whose
expenses the claim is based as a dependent, the benefits of the policy or certificate of the person whose
birthday anniversary occurs earlier in the calendar year shall be determined before the benefits of the policy or
certificate of the person whose birthday anniversary occurs later in the calendar year. If the birthday
anniversaries are identical, the benefits of a policy or certificate that has covered the person on whose
expenses the claim is based for the longer period of time shall be determined before the benefits of a policy or
certificate that has covered the person for the shorter period of time. However, if either policy or certificate is
lawfully issued in another state and does not have the coordination of benefits procedure regarding
dependents based on birthday anniversaries as provided in this subdivision, and as a result each policy or
certificate determines its benefits after the other, the coordination of benefits procedure set forth in the policy
or certificate that does not have the coordination of benefits procedure based on birthday anniversaries shall
determine the order of benefits.

(c) For a person for whom claim is made as a dependent minor child, benefits shall be determined
according to the following:

(i) Except as provided in subparagraph (iii), if the parents of the minor child are legally separated or
divorced, and the parent with custody of the minor child has not remarried, the benefits of a policy or
certificate that covers the minor child as a dependent of the custodial parent shall be determined before the
benefits of apolicy or certificate that covers the minor child as a dependent of the noncustodial parent.

(i) Except as provided in subparagraph (iii), if the parents of the minor child are divorced, and the parent
with custody of the child has remarried, the benefits of a policy or certificate that covers the minor child as a
dependent of the custodial parent shall be determined before the benefits of a policy or certificate that covers
the minor child as a dependent of the spouse of the custodial parent, and the benefits of a policy or certificate
that covers the minor child as a dependent of the spouse of the custodial parent shall be determined before the
benefits of apolicy or certificate that covers the minor child as a dependent of the noncustodial parent.

(ii1) If the parents of the minor child are divorced, and the decree of divorce places financial responsibility
for the medical, dental, or other health care expenses of the minor child upon either the custodia or the
noncustodial parent, the benefits of a policy or certificate that covers the minor child as a dependent of the
parent with such financial responsibility shall be determined before the benefits of any other policy or
certificate that covers the minor child as a dependent.

(d) If subdivisions (a), (b), and (c) do not establish an order of benefit determination, the benefits of a
policy or certificate in connection with a group disability benefit plan that has covered the person on whose
expenses the claim is based for the longer period of time shall be determined before the benefits of a policy or
certificate that has covered the person for the shorter period of time, subject to the following:

(i) The benefits of a policy or certificate covering the person on whose expenses the claim is based as a
laid-off or retired employee or as a dependent of a laid-off or retired employee shall be determined after the
benefits of any other policy or certificate covering the person other than as a laid-off or retired employee or a
dependent of alaid-off or retired employee.

(i) Subparagraph (i) does not apply if either policy or certificate is lawfully issued in another state and
does not have a provision regarding laid-off or retired employees and, as a result, each policy or certificate
determines its benefits after the other.

(e) If a person whose coverage is provided under aright of continuation pursuant to federal or state law is
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also covered under another policy or certificate, the policy or certificate covering the person as an employee,
member, subscriber, enrollee, or retiree, or as that person's dependent, is primary and the continuation
coverageis secondary.

(2) A policy or certificate that contains a coordination of benefits provision shall provide that benefits
under the policy or certificate shall not be reduced or otherwise limited because of the existence of another
nongroup contract that is issued as a hospital indemnity, surgical indemnity, specified disease, or other policy
of disability insurance as defined in section 3400 of the insurance code of 1956, Act No. 218 of the Public
Acts of 1956, being section 500.3400 of the Michigan Compiled Laws.

(3) A health maintenance organization is not required to pay claims or coordinate benefits for services that
are not provided or authorized by the health maintenance organization and that are not benefits under the
health maintenance contract.

History: 1984, Act 64, Imd. Eff. Apr. 18, 1984;00 Am. 1996, Act 325, Imd. Eff. June 26, 1996.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.254 Rules.

Sec. 4. The commissioner of insurance may promulgate rules to implement and supervise this act pursuant
to the administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969, being sections 24.201 to
24.315 of the Michigan Compiled Laws.

History: 1984, Act 64, Imd. Eff. Apr. 18, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.255 Conditional effective date.

Sec. 5. This act shall not take effect unless al of the following bills of the 82nd Legisature are enacted
into law:

(a) Senate Bill No. 562.

(b) Senate Bill No. 563.

(c) Senate Bill No. 564.

(d) Senate Bill No. 565.

(e) Senate Bill No. 566.

(f) Senate Bill No. 567.

History: 1984, Act 64, Imd. Eff. Apr. 18, 1984.

Compiler'snote: Thefollowing Senate Bills, referred to in Sec. 550.255, were enacted into law as follows:

Senate Bill No. 562 was filed with the Secretary of State on April 18, 1984, and became P.A. 1984, No. 65.

Senate Bill No. 563 was filed with the Secretary of State on April 18, 1984, and became P.A. 1984, No. 66.

Senate Bill No. 564 was filed with the Secretary of State on April 18, 1984, and became P.A. 1984, No. 67.

Senate Bill No. 565 was filed with the Secretary of State on April 18, 1984, and became P.A. 1984, No. 68.

Senate Bill No. 566 was filed with the Secretary of State on April 18, 1984, and became P.A. 1984, No. 69.

Senate Bill No. 567 was filed with the Secretary of State on April 18, 1984, and became P.A. 1984, No. 70.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.
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SHARING HEALTH CARE INFORMATION ACT
Act 593 of 2006

AN ACT to provide for the sharing of certain health care coverage information; to provide for the powers
and duties of certain departments and agencies; and to provide penalties and fines.
History: 2006, Act 593, Imd. Eff. Jan. 3, 2007.

The People of the State of Michigan enact:

550.281 Definitions.

Sec. 1. Asused in this act:

(a) "Department" means the department of community health.

(b) "Entity" means a health insurer; a health maintenance organization; a nonprofit health care corporation;
a managed care corporation; a preferred provider organization; an organization operating pursuant to the
prudent purchaser act, 1984 PA 233, MCL 550.51 to 550.63; a self-funded health plan; a professional
association, trust, pool, union, or fraternal group, offering health coverage; a system of health care delivery
and financing operating pursuant to section 3573 of the insurance code of 1956, 1956 PA 218, MCL
500.3573; and athird party administrator.

(c) "Medical assistance" means the medical assistance program administered by the state under the social
welfare act, 1939 PA 280, MCL 400.1 to 400.119b.

(d) "Qualified health plan" means that term as defined in section 111i of the social welfare act, 1939 PA
280, MCL 400.111i.

History: 2006, Act 593, Imd. Eff. Jan. 3, 2007.

550.283 Determination that health coverage recipient is also medical assistance recipient;
information to be provided by health insurer.

Sec. 3. (1) An entity shall provide on a monthly basis to the department, in a format determined by the
department, information necessary to enable the department or entity to determine whether a health coverage
recipient of the entity isalso amedical assistance recipient.

(2) If ahealth coverage recipient of the entity is also a medical assistance recipient, the entity shall do all
of the following by not later than 180 days after the department's request:

(a) Pay the department for, or assign to the department any right of recovery owed to the entity for, a
covered health claim for which medical assistance payment has been made.

(b) Respond to any inquiry by the department concerning a claim for payment for any health care item or
service that is submitted not later than 3 years after the date the health care item or service was provided.

(3) An entity shall not deny a claim submitted by the department solely on the basis of the date of
submission of the claim, the type or format of the claim form, or afailure to present proper documentation at
the time the health care item or service that is the basis of the claim was provided so long as both of the
following apply:

(a) The claim is submitted to the entity within 3 years of the date that the health care item or service that is
the subject of the claim was provided.

(b) Any action by the state to enforce its rights under this subdivision is commenced within 6 years of the
date that the health careitem or service that is the subject of the claim was provided.

History: 2006, Act 593, Imd. Eff. Jan. 3, 2007.

550.285 Determination that health coverage recipient is also medical assistance recipient;
actions by department.

Sec. 5. If the department determines that a health coverage recipient is also a medical assistance recipient:

(a) The department may use information received under section 3 to update the medical assistance database
maintained by the department.

(b) If the medical assistance recipient is covered by a qualified health plan, the department shall share with
that qualified health plan all information received under this act by the department for that medical assistance
recipient.

History: 2006, Act 593, Imd. Eff. Jan. 3, 2007.

550.287 Violation of act; administrative fine; notice; right to hearing.

Sec. 7. An entity that violates this act is subject to an administrative fine of not more than $500.00 for each
day the entity does not comply with section 3(1) or with a request for information made pursuant to section
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3(2). Upon the department's determination that a violation of this act has occurred, the entity has a right to
notice of the alleged violation and an opportunity for a hearing under the administrative procedures act of
1969, 1969 PA 306, MCL 24.201 to 24.328.

History: 2006, Act 593, Imd. Eff. Jan. 3, 2007.

550.289 Rules.

Sec. 9. The department may promulgate rules pursuant to the administrative procedures act of 1969, 1969
PA 306, MCL 24.201 to 24.328, necessary to implement this act. Rules governing the exchange of
information under this act shall be consistent with all laws, regulations, and rules relating to the
confidentiality or privacy of persona information or medical records, including, but not limited to, the health
insurance portability and accountability act of 1996, Public Law 104-191, and regulations promulgated under
that act, 45 CFR parts 160 to 164.

History: 2006, Act 593, Imd. Eff. Jan. 3, 2007.

NONPROFIT MEDICAL CARE CORPORATIONS
Act 108 of 1939

550.301-550.316 Repealed. 1980, Act 350, Eff. Apr. 3, 1981.

Compiler's note: Prior to April 3, 1981, the effective date of Act 350 of 1980, Blue Cross & Blue Shield of Michigan brought a
complaint for declaratory judgment challenging the constitutionality of the act and sought an injunction against the act's enforcement in
the Ingham County Circuit Court. On April 2, 1981, the Ingham County Circuit Court enjoined the enforcement of the act and further
ordered the parties to comply with the existing enabling acts, Acts 108 and 109 of 1939. Blue Cross & Blue Shield of Michigan v
Governor, 422 Mich 1; 367 NW2d 1, appdis, 474 US 805, 106 S Ct 40; 88 L Ed 2d 33 (1985).

During the period when enforcement of Act 350 of 1980 was enjoined by the Ingham County Circuit Court, Act 108 was amended by
Acts 142, 199, and 232 of 1982 and by Acts 67, 180, 194, 231, and 370 of 1984 and Act 109 was amended by Acts 198 and 233 of 1982
and by Acts 68, 182, 195, 232, and 371 of 1984.

The Michigan Supreme Court in Blue Cross & Blue Shield of Michigan v Governor, 422 Mich at 97, ordered the Ingham County
Circuit Court to dissolve the injunction against the enforcement of Acts 108 and 109 of 1939. An order dissolving the injunction was
entered on August 28, 1985.
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NONPROFIT DENTAL CARE CORPORATIONS
Act 125 of 1963

AN ACT to provide for the incorporation, supervision, and regulation of nonprofit dental care
corporations; to prescribe the functions of the commissioner of insurance as to such corporations; to provide
for the imposition of aregulatory fee; and to prescribe penalties for violations of this act.

History: 1963, Act 125, Eff. Sept. 6, 1963;0 Am. 1994, Act 168, Imd. Eff. June 17, 1994.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled a¢ MCL 338.3501 of the Michigan
Compiled Laws.

The People of the State of Michigan enact:

550.351 Nonprofit dental care corporation; formation; purpose; types of dental care plans;
services in other states; corporation subject to nonprofit corporation act.

Sec. 1. (1) Three or more residents of this state may form a nonprofit corporation under the provisions of
this act for the purpose of establishing, maintaining, and operating nonprofit dental care plans by which
professional licensed dental services are provided at the expense of the corporation to persons who become
subscribers to the plans.

(2) The dental care plans may be a fee for service plan, administrative service contract, cost-plus
arrangement, or a capitation plan.

(3) The corporation may establish, maintain, and operate dental care plans to furnish, deliver, indemnify, or
finance professional dental servicesin other states, directly or through affiliate corporations.

(4) Except as otherwise provided in this act, a corporation formed under this act is subject to the nonprofit
corporation act, Act No. 162 of the Public Acts of 1982, being sections 450.2101 to 450.3192 of the Michigan
Compiled Laws.

History: 1963, Act 125, Eff. Sept. 6, 1963;(0 Am. 1990, Act 129, Imd. Eff. June 26, 1990.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.352 Subscriber contract payment regulations; prohibited provisions.

Sec. 2. No contract shall provide for the payment of any cash or other material benefits to a subscriber or to
his estate on account of death, illness or injury, or be in any way related to the payment of any such benefit by
any other agency.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.353 Supervision by insurance commissioner; incorporation procedures.

Sec. 3. A nonprofit dental care corporation is subject to regulation and supervision by the commissioner of
insurance as hereinafter provided. Any law of this state now or hereafter in force relating to insurance or
corporations engaged in the business of insurance shall not apply unless such law specifically, in exact terms,
applies to nonprofit dental care corporations. A nonprofit dental care corporation may not be incorporated in
this state except under the provisions of this act, but nothing herein contained limits the corporations formed
under Act No. 108 of the Public Acts of 1939, being sections 550.301 to 550.316 of the Compiled Laws of
1948, in providing care to subscribers.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.354 Articles of incorporation; contents.

Sec. 4. Any persons associating as a nonprofit dental care corporation shall qualify under this act by
subscribing to and filing articles of incorporation as provided in section 5. The articles shall contain:

(a) The names of the incorporators and their places of residence.
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(b) The location of the principal office of the corporation for the transaction of businessin this state.

(c) The name by which the corporation shall be known, which shall not include the words insurance,
casualty, surety, health and accident, mutual or other words descriptive of the insurance or surety business.
The corporation shall not assume any name likely to mislead the public, or any name already in use by
another existing corporation of this state, or corporation lawfully carrying on business in this state, or so
nearly similar thereto as to lead to confusion or deception.

(d) The purposes of the corporation.

(e) Theterm of existence of the corporation, which shall be for not more than 30 years.

(f) Thetime for holding the annual meeting of members of the corporation.

(g) Any terms and conditions of membership in the corporation which the incorporators wish set forth in
the articles.

(h) Any other terms and conditions, not inconsistent with the provisions of this act, necessary for the
conduct of the affairs of the corporation.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.355 Articles of incorporation; execution, filing, fee, approval, amendment.

Sec. 5. The articles shall be acknowledged before a notary public of this state by at least 1 of the persons
signing them. The articles shall be filed in triplicate in the form prescribed by the commissioner of insurance.
A corporation shall pay to the commissioner a $10.00 fee for filing its articles or any amendments. The fees
shall be paid into the state treasury to the credit of the general fund.

If the commissioner approves the corporation, he shall return to the incorporators 1 copy of the articles
certified for filing with the county clerk of the county in which the corporation proposes to maintain its
principal business office, and 1 copy certified by the commissioner for the records of the corporation, and he
shall retain 1 copy for his office files.

A corporation, with the approval of the commissioner and in the manner provided in its articles, may
amend its articles in any manner not inconsistent with this act.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.356 Contracts; statement to insurance commissioner; contents, examination.

Sec. 6. Before a corporation shall enter into or solicit contracts to provide dental services at the expense of
such corporation to persons who shall become subscribers, it shall file a statement with the commissioner of
insurance showing in full detail:

(a) The plan on which it proposes to transact business.

(b) A copy of its bylaws.

(c) A copy of the contract to be issued to subscribers.

(d) A copy of its prospectus and advertising proposed to be used in the solicitation of contracts and
subscribers.

The commissioner shall examine the statements and the documents so filed with him, and may conduct any
investigation he deems necessary, and examine under oath any persons interested in or connected with the
proposed corporation. If in the opinion of the commissioner the incorporation or solicitation of contracts
would work afraud upon the persons so solicited, he may refuse to license the corporation.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.357 Certificate of authority to commence business and issue contracts; requirements.
Sec. 7. If the commissioner is satisfied that:
(a) The solicitation of subscriptions would not work a fraud upon the persons so solicited,
(b) The ratesto be charged and the benefits to be provided are fair and reasonable,
(c) The amount of money available for working capital is not less than $5,000.00,
(d) The amounts contributed as the working capital of the corporation are repayable only out of surplus
earnings of such corporation,
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(e) Adequate and reasonabl e reserves to insure the maturity of the contracts are provided,
he shall issue and deliver to the corporation a certificate of authority to commence business and issue
contracts under this act.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.358 Certificate of authority; revocation; liquidation.

Sec. 8. The commissioner of insurance, after reasonable notice and hearing, may revoke a certificate, order
or consent, made by him and forbid applications for membership, upon being satisfied that further solicitation
of subscribers would work a fraud upon the persons so solicited. He may make such investigations from time
to time as he deems best and grant hearings to the incorporators. He shall have the same authority in respect to
taking over or liquidating a corporation formed or doing business under this act as is provided by chapter 78
of Act No. 218 of the Public Acts of 1956, as amended, being sections 500.7800 to 500.7868 of the Compiled
Laws of 1948.

A dissolution or liquidation of a corporation shall be conducted under the supervision of the commissioner,
who shall have the same power with respect thereto as granted to him under provisions of the law for the
dissolution and liquidation of insurance companies.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.359 Corporation examination by insurance commissioner; expenses.

Sec. 9. The commissioner of insurance, or any deputy, examiner, or other person whom the commissioner
appoints, may visit and examine into the affairs of a corporation, have free access to all of the books, papers,
and documents that relate to the business of the corporation, may summon and qualify witnesses under oath,
and examine corporation officers, agents, employees, or other persons having knowledge of the corporation's
affairs, transactions, and conditions. Except as provided in section 9a, per diem, travel, and other necessary
expenses in connection with an examination under this section shall be paid by the corporation.

History: 1963, Act 125, Eff. Sept. 6, 1963;00 Am. 1994, Act 168, Imd. Eff. June 17, 1994.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.359a Nonprofit dental care corporation subject to MCL 500.224 and 500.225; costs and
expenses.

Sec. 9a. A nonprofit dental care corporation is subject to sections 224(4) through (13) and 225 of the
insurance code of 1956, Act No. 218 of the Public Acts of 1956, being sections 500.224 and 500.225 of the
Michigan Compiled Laws, instead of the costs and expenses that may be imposed by the commissioner
pursuant to section 9.

History: Add. 1994, Act 168, Imd. Eff. June 17, 1994.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.360 Annual statement; filing.

Sec. 10. A corporation, annually on or before March 1 of each year, shal file in the office of the
commissioner of insurance a sworn statement verified by at least 2 of its principal officers showing its
condition on the preceding December 31, which shall be in such form and contain such matters as the
commissioner shall prescribe. If a corporation fails to file such annual statement, the commissioner may
suspend the certificate of authority issued to the corporation until such statement shall be properly filed.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.361 Providing dental services outside state.

Sec. 11. A dental care corporation may provide dental services to persons outside the state who are eligible
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under contracts entered into under section 19.
History: 1963, Act 125, Eff. Sept. 6, 1963;00 Am. 1990, Act 129, Imd. Eff. June 26, 1990.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.362 Dental care service contracts; preliminary requirements; payments.

Sec. 12. A dental care corporation before entering into a contract with an applicant or group of applicants
for dental services may require:;

(8 A physical examination of the applicant and each of his dependents and proof of their substantial
freedom from any disease or condition requiring immediate dental service.

(b) A reasonable waiting period after a contract is entered into before the subscriber is entitled to dental
service.

(c) Payment by or for the subscriber of the stated fee for dental services for the care of any given illness,
injury or other condition requiring dental service.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.363 Dental care corporation; board of directors; membership, qualifications.

Sec. 13. The board of directors of a dental care corporation shall consist of not more than 25 members and
shall have representation from the general public and from among the various classes of subscribers
enumerated in section 19 of this act and from the Michigan state dental association or its successor, but at
least 40 per cent and not more than 60% of the directors shall be duly licensed dentists who are approved by
the Michigan state dental association or its successor.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.364 Contract limitations; service classes; county residents.

Sec. 14. A denta care corporation, by its articles of incorporation or bylaws, may limit the care that it will
furnish, and may divide such care asit electsto furnish into classes or kinds. A corporation by its bylaws may
limit the issuance of contracts to residents of certain counties.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.365 Dentists; eligibility; agreements with corporation.

Sec. 15. A licensed dentist is eligible to render professional services to subscribers upon compliance with
uniform requirements prescribed by the dental care corporation. At least 1/4 of the resident licensed dentists
practicing in this state shall execute and maintain agreements with the corporation to render dental care to the
subscribers of the corporation in order for the corporation to qualify and continue operating under this act.

History: 1963, Act 125, Eff. Sept. 6, 1963;00 Am. 1990, Act 129, Imd. Eff. June 26, 1990.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.366 Subscriber-dentist relationship; choice of dentist; refusal to place name of dentist
on register; removal of name from register.

Sec. 16. The relation between a subscriber or any of his or her dependents and a dentist shall be identical
with the relation that ordinarily exists in the community between a dentist and his or her patient. Except as
otherwise provided in section 16a, a dental care corporation, its officers, agents, or employees shall not
interfere with or influence a patient's choice of his or her dentist, but a corporation may refuse to place the
name of a dentist upon its register or remove the name of a dentist from its register, after due notice and
hearing for cause satisfactory to the corporation.

History: 1963, Act 125, Eff. Sept. 6, 1963;01 Am. 1984, Act 234, Eff. Dec. 20, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
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commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.366a Prudent purchaser agreements; rates; provisions inapplicable to certain contracts
and renewal thereof.

Sec. 16a. (1) A dental care corporation may enter into prudent purchaser agreements with dentists pursuant
to the prudent purchaser act.

(2) The rates charged by a corporation for coverage under contracts issued under this section shall not be
unreasonably lower than what is necessary to meet the expenses of the corporation for providing this coverage
and shall not have an anticompetitive effect or result in predatory pricing in relation to prudent purchaser
agreement coverages offered by other organizations.

(3) Nothing in the 1984 amendatory act that added this section shall apply to any contract which was in
existence before December 20, 1984, or the renewal of such contract.

History: Add. 1984, Act 234, Eff. Dec. 20, 1984;] Am. 1988, Act 281, Imd. Eff. July 27, 1988,

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.367 Reserve funds; maintenance; investment.

Sec. 17. A denta care corporation, before beginning business and at all times while engaged in business,
shall maintain reserves in such form and amount as the commissioner of insurance may determine. Reserve
funds shall be invested only in securities permitted by the laws of this state for the investment of assets of life
insurance companies.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.368 Dental care to be in accordance with accepted dental practice.

Sec. 18. Denta care rendered by a dental care corporation shall at al times be in accordance with the
accepted dental practice in the community in which the care was rendered. A corporation shall furnish dental
care only through licensed dentists.

History: 1963, Act 125, Eff. Sept. 6, 1963;01 Am. 1990, Act 129, Imd. Eff. June 26, 1990.

Compiler'snote: For provisions of Act 122 of 1939, referred to in this section, see MCL 338.201 et seq.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financia and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.369 Dental care for needy and other persons; payments; contracts.

Sec. 19. A dental care corporation may receive from governmental or private agencies, corporations,
associations, groups, or individuals, within or outside the state, payments covering all or part of the costs of
subscriptions to provide dental care for needy and other persons. Contracts for dental care shall be between
the corporation and the person to receive the care.

History: 1963, Act 125, Eff. Sept. 6, 1963;00 Am. 1990, Act 129, Imd. Eff. June 26, 1990.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.369a Coordination of benefits.

Sec. 19a. If a group contract issued by a corporation contains a coordination of benefits provision, the
benefits shall be payable pursuant to the coordination of benefits act.

History: Add. 1984, Act 70, Imd. Eff. Apr. 18, 1984.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.370 Dentist-patient relationship; civil actions.

Sec. 20. A civil action based upon or arising out of the dentist-patient relationship shall not be maintained
against a dental care corporation.

History: 1963, Act 125, Eff. Sept. 6, 1963.
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Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.371 Previously existing corporations merger; agreement, approval.

Sec. 21. A nonprofit corporation heretofore incorporated under Act No. 327 of the Public Acts of 1931, as
amended, engaged in operations prior to the effective date of this act and offering dental care contracts to
persons or groups by the terms of which contracts dental services by licensed dentists are made available to
such persons or groups at the expense of such persons or groups, or at the expense of others on their behalf,
under an agreed-upon fee schedule, may be merged into a dental care corporation organized under this act
under such terms as shall be specified in an agreement of merger. The corporation organized under this act is
the surviving corporation. A majority of directors or trustees of each corporation desiring to merge, may enter
into and sign the agreement, under the corporate seals of the corporations, prescribing the terms and
conditions of merger and the mode of carrying the same into effect. The agreement shall also state such other
facts required or permitted by Act No. 327 of the Public Acts of 1931, as amended, as it applies to nonprofit
corporation articles in the case of a merger, stated in such altered form as the circumstances of the case
required. It shall also state the manner of converting the shares or memberships of each of the constituent
corporations into shares or memberships of the surviving corporation, with such other details and provisions
as are deemed necessary, including provisions as to conversion of contracts with subscribers. No vote or
consent shall be required of the members or shareholders of either of the corporations and no notice need be
given or published as otherwise required by the laws of this state relating to merger of corporations. The
agreement shall be effective upon the date of its approval by and filing with the commissioner of insurance
and filing by the Michigan corporation and securities commission, whichever is later.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler'snote: For provisions of Act 327 of 1931, referred to in this section, see MCL 450.1 et seq.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to

the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.372 Dental care corporations; tax exemption.
Sec. 22. A corporation subject to the provisions of this act is declared to be a charitable and benevolent
institution, and its funds and property shall be exempt from taxation by the state, or any political subdivision.
History: 1963, Act 125, Eff. Sept. 6, 1963.
Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.373 False statement; penalty.

Sec. 23. Any person, or any agent or officer of a corporation, who violates any of the provisions of this act
or who makes a false statement with respect to any report or statement required by this act is guilty of a
misdemeanor.

History: 1963, Act 125, Eff. Sept. 6, 1963.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

NONPROFIT HOSPITAL SERVICE CORPORATIONS
Act 109 of 1939

550.501-550.517 Repealed. 1980, Act 350, Eff. Apr. 3, 1981.

Compiler's note: Prior to April 3, 1981, the effective date of Act 350 of 1980, Blue Cross & Blue Shield of Michigan brought a
complaint for declaratory judgment challenging the constitutionality of the act and sought an injunction against the act's enforcement in
the Ingham County Circuit Court. On April 2, 1981, the Ingham County Circuit Court enjoined the enforcement of the act and further
ordered the parties to comply with the existing enabling acts, Acts 108 and 109 of 1939. Blue Cross & Blue Shield of Michigan v
Governor, 422 Mich 1; 367 NW2d 1, appdis, 474 US 805, 106 S Ct 40; 88 L Ed 2d 33 (1985).

During the period when enforcement of Act 350 of 1980 was enjoined by the Ingham County Circuit Court, Act 108 was amended by
Acts 142, 199, and 232 of 1982 and by Acts 67, 180, 194, 231, and 370 of 1984 and Act 109 was amended by Acts 198 and 233 of 1982
and by Acts 68, 182, 195, 232, and 371 of 1984.

The Michigan Supreme Court in Blue Cross & Blue Shield of Michigan v Governor, 422 Mich at 97, ordered the Ingham County
Circuit Court to dissolve the injunction against the enforcement of Acts 108 and 109 of 1939. An order dissolving the injunction was
entered on August 28, 1985.

Rendered Friday, January 22, 2010 Page 21 Michigan Compiled Laws Complete Through PA 242 of 2009
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



VIATICAL SETTLEMENT CONTRACTS
Act 386 of 1996

AN ACT to regulate the sale and purchase of viatical settlement contracts; to prescribe the powers and
duties of certain state agencies and officials; and to prescribe penalties.
History: 1996, Act 386, Eff. Mar. 31, 1997.

The People of the State of Michigan enact:

550.521 Definitions.

Sec. 1. Asused in this act:

(a) “Commissioner” means the commissioner of insurance.

(b) “Life insurance” means that term as defined in section 602 of the insurance code of 1956, Act No. 218
of the Public Acts of 1956, being section 500.602 of the Michigan Compiled Laws.

(c) “Physician” means a person licensed in this or another state to practice medicine or osteopathic
medicine.

(d) “Policy” means an individual life insurance policy or a certificate under a group life insurance policy.

(e) “Provider” means a person who enters into a viatical settlement contract with a viator. Provider does
not mean any of the following:

(i) A financia lending ingtitution that takes a policy as collateral for aloan.

(if) The issuer of a policy providing accelerated benefits under section 602 of Act No. 218 of the Public
Acts of 1956.

(iif) An individua who enters into no more than 1 viatical settlement contract in a calendar year for the
transfer of apolicy for any value less than the expected death benefit.

(f) “Viatical settlement contract” or “contract” means a written agreement entered into between a provider
and a viator in which the provider will pay consideration that is less than the expected death benefit of the
viator's policy in return for the viator's assignment, transfer, sale, devise, or bequest of the death benefit or
ownership of the policy to the provider.

(g) “Viator” means the owner or holder of a policy who has aterminal illness or condition and who enters
into aviatical settlement contract.

History: 1996, Act 386, Eff. Mar. 31, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.522 Records; production; maintenance; availability for inspection; payment of expenses.

Sec. 2. (1) The commissioner may order a provider to produce records, books, files, or other information
that is necessary to determine the qualifications of the provider or whether the provider is or has acted in
violation of this act.

(2) The provider shall maintain records of all transactions of contracts and make the records available to
the commissioner for inspection during reasonable business hours.

(3) The provider shall pay the expensesincurred in conducting an examination under this section.

History: 1996, Act 386, Eff. Mar. 31, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.523 Disclosure of information.

Sec. 3. A provider shall disclose al of the following information to the viator no later than the date the
contract is signed by the viator:

(a) Options other than the contract for a person with a terminal illness or condition, including accelerated
benefits offered by the issuer of the policy.

(b) That some or all of the contract consideration may be taxable, and that assistance should be sought
from a personal tax advisor.

(c) That the contract consideration could be subject to the claims of creditors.

(d) That receipt of the contract consideration may adversely affect the viator's eligibility for government
benefits or entitlements.

(e) The viator's right to rescind the contract within 30 days after the date the contract is executed or within
15 days after the receipt of the contract consideration by the viator, whichever isless.
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(f) The date by which the contract consideration will be available to the viator and the source of the
consideration.
History: 1996, Act 386, Eff. Mar. 31, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.524 Documents to be obtained by provider; right to avoid or rescind contract.

Sec. 4. (1) A provider entering into a contract with aviator shall obtain both of the following:

(a) A written statement from a physician that the viator is of sound mind and under no constraint or undue
influence.

(b) A signed document by the viator stating:

(i) Consent to the contract.

(it) Acknowledgment of the terminal illness or condition.

(iii) Representation that the viator has a full and complete understanding of the contract.

(iv) Representation that the viator has a full and complete understanding of the benefits of the policy.

(v) A release of the medical records and acknowledgment that the contract has been entered into freely and
voluntarily. The provider shall keep all medical records received under this subparagraph confidential.

(2) A viatical settlement contract entered into in this state shall contain a provision giving the viator the
right to void the contract for at least 30 days after the date the contract is signed, or 15 days after the receipt of
the viatical settlement contract consideration, whichever is less. The provider shall notify the insurer of the
policy of arescission within 30 days of the date that a contract is rescinded under this subsection.

History: 1996, Act 386, Eff. Mar. 31, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.524a Agreement to commit suicide; payment prohibited.

Sec. 4a. A provider shall not offer to provide or provide any payment to a viator that is conditioned on the
viator's agreement to commit suicide.

History: Add. 1999, Act 163, Imd. Eff. Nov. 4, 1999.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.525 Disposition of contract consideration.

Sec. 5. (1) Upon receipt from the viator of the documents to effect the transfer of the policy, the provider
shall deposit the contract consideration in an escrow or trust account managed by a state or federal chartered
financial institution, pending acknowledgment of the transfer by the issuer of the policy. The financia
institution shall transfer the contract consideration to the viator immediately upon receipt of acknowledgment
of the transfer from the insurer.

(2) Failure by the provider to tender the contract consideration as required by this act renders the contract
void.

History: 1996, Act 386, Eff. Mar. 31, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.526 Double or additional indemnity.

Sec. 6. If apolicy provides for double or additional indemnity in case of accidental death and accidental
death occurs, the provider shall be entitled only to the face amount of the policy. Any amounts payable under
the policy that exceed the face amount shall be paid to the beneficiary designated by the viator or, if no
beneficiary has been designated, to the viator's estate.

History: 1996, Act 386, Eff. Mar. 31, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.527 Offer to purchase policy or certificate; notice to insurer.
Sec. 7. An offer to purchase alife insurance policy or certificate from the viator shall be transmitted to the
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insurer providing the life insurance policy, who may advise the viator of other alternatives which may be
available under the policy. The notice required by this section shall be transmitted by the provider of the
viatical settlement contract.

History: 1996, Act 386, Eff. Mar. 31, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.528 Order prohibiting provider from entering viatical settlement contract; additional
orders.

Sec. 8. (1) The commissioner may issue an order prohibiting the provider from entering into a viatical
settlement contract in this state if the commissioner finds any of the following:

(a) The provider has been fraudulent or engaged in dishonest practices.

(b) The provider demonstrates a pattern of unreasonable payments to policy owners.

(c) The provider has been convicted of afelony or any misdemeanor that involved criminal fraud.

(d) The provider has violated a provision of this act.

(2) In addition to the order under subsection (1), the commissioner may order any of the following:

(a) Payment of acivil fine of not more than $500.00 for each violation.

(b) If the provider knew or reasonably should have known that the provider was in violation of this act, the
repayment of all consideration paid by or on behalf of aviator for aviatical settlement contract affected by the
violation and a civil fine of not more than $2,500.00 for each violation.

(c) A cease and desist order.

History: 1996, Act 386, Eff. Mar. 31, 1997;,0 Am. 1997, Act 189, Imd. Eff. Dec. 30, 1997.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.
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CREDIT INSURANCE ACT
Act 173 of 1958

AN ACT to provide for the regulation of credit life insurance and credit accident and health insurance; to
define the powers and duties of the state commissioner of insurance; and to provide penalties for violations of
this act.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

The People of the State of Michigan enact:

550.601 Credit insurance act; short title.

Sec. 1. This act shall be known and may be cited as “ credit insurance act”.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to

the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.602 Scope of act.

Sec. 2. All lifeinsurance and all accident and health insurance sold in connection with loans or other credit
transactions shall be subject to the provisions of this act except such insurance sold in connection with loans
on dwellings or mobile homes where the term of the loan isin excess of 5 years.

History: 1958, Act 173, Eff. Sept. 13, 1958;1 Am. 1968, Act 97, Imd. Eff. June 7, 1968.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.603 Credit insurance act; definitions.

Sec. 3. Asused in this act:

(1) “Credit life insurance” means insurance on the life of a debtor pursuant to or in connection with a
specific loan or other credit transaction.

(2) “Credit accident and health insurance” means insurance on a debtor to provide indemnity for payments
becoming due on a specific loan or other credit transaction while the debtor is disabled as defined in the
policy.

(3) “Creditor” means the lender of money or vendor or lessor of goods, services, property, rights or
privileges, for which payment is arranged through a credit transaction or any successor to the right, title or
interest of any such lender, vendor or lessor.

(4) “Debtor” means a borrower of money or a purchaser or lessee of goods, services, property, rights or
privileges for which payment is arranged through a credit transaction.

(5) “Indebtedness’ means the total amount payable by a debtor to a creditor in connection with a loan or
other credit transaction.

(6) “Commissioner” means state insurance commissioner.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.604 Credit life insurance, credit accident and health insurance; forms.

Sec. 4. Credit life insurance and credit accident and health insurance shall be issued only in the following
forms:

(a) Individual policies of life insurance issued to debtors on the term plan;

(b) Individual policies of accident and health insurance issued to debtors on a term plan or disability
provisionsinindividual policies of credit life insurance;

(c) Group policies of life insurance issued to creditors providing insurance upon the lives of debtors on the
term plan;
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(d) Group policies of accident and health insurance issued to creditors on aterm plan insuring debtors or
disability provisionsin group life policies to provide such coverage.
History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.605 Credit life insurance; amount.

Sec. 5. The amount of credit life insurance shall not exceed the indebtedness. Where indebtedness
repayable in substantially egual installments is secured by an individual policy of credit life insurance the
amount of insurance shall not exceed the approximate unpaid indebtedness on the date of death and, where
secured by agroup policy of credit life insurance shall not exceed the exact amount of unpaid indebtedness on
such date.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.606 Periodic indemnity payable.

Sec. 6. The amount of periodic indemnity payable by credit accident and health insurance in the event of
disability, as defined in the policy, shall not exceed the aggregate of the periodic scheduled unpaid
installments of indebtedness and shall not exceed the original indebtedness divided by the number of periodic
installments.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.607 Term; refund on termination prior to expiration.

Sec. 7. The term of any credit life insurance or credit accident and health insurance shall commence,
subject to acceptance by the insurer, on the date when the debtor becomes obligated to the creditor, except
that, where a group policy provides coverage with respect to existing obligations, the insurance on a debtor
with respect to such indebtedness shall commence on the effective date of the policy. The term of such
insurance shall not extend more than 15 days beyond the scheduled maturity date of the indebtedness except
when extended without additional cost to the debtor. If the indebtedness is discharged due to renewa or
refinancing prior to the scheduled maturity date, the insurance in force shall be terminated before any new
insurance may be issued in connection with the renewed or refinanced indebtedness. In all cases of
termination prior to scheduled maturity, arefund shall be paid or credited as provided in section 18.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.608 Evidence of insurance; policy or certificate delivery.

Sec. 8. All credit life insurance and credit accident and health insurance sold shall be evidenced by an
individual policy, or in the case of group insurance by a certificate of insurance, which individual policy or
group certificate of insurance shall be delivered to the debtor.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.609 Policy or certificate; contents.

Sec. 9. Each individual policy or group certificate of credit life insurance, and credit accident and health
insurance in addition to other requirements of law, shall set forth the name and home office address of the
insurer, and the identity by name or otherwise of the person or persons insured, the amount of payment
separately in connection with credit life insurance and credit accident and health insurance if an identifiable
charge is made to the debtor, a description of the coverage including any exceptions, limitations or
restrictions, and shall state that the benefits shall be paid to the creditor to reduce or extinguish the unpaid
indebtedness and, wherever the amount of insurance may exceed the unpaid indebtedness, that any such
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excess shall be payable to a beneficiary, other than the creditor, named by the debtor or to his estate.
History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.610 Policy or certificate; delivery to debtor.

Sec. 10. The individual policy or group certificate of insurance shall be delivered to the insured debtor at
the time the indebtednessis incurred except as hereinafter provided.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.611 Policy or certificate; application, contents.

Sec. 11. If the individual policy or group certificate of insurance is not delivered to the debtor at the time
the indebtedness is incurred, a copy of the application for such policy or a notice of proposed insurance,
signed by the debtor and setting forth the name and home office address of the insurer, the name or names of
the debtor, the rate of premium, or at the option of the creditor or debtor, the amount of payment separately in
connection with credit life insurance and credit accident and health insurance coverage, and a brief
description of the coverage provided, shall be delivered to the debtor at the time such indebtedness is
incurred. The copy of the application for, or notice of proposed insurance shall refer exclusively to insurance
coverage, and shall be separate and apart from the loan, sale or other credit statement of account, instrument
or agreement unless the information required by this section is set forth therein. Upon acceptance of the
insurance and within 30 days of the date upon which the indebtedness is incurred, the insurer shall cause the
individual policy or group certificate of insurance to be delivered to the debtor. Said application or notice of
proposed insurance shall state that, upon acceptance by the insurer, the insurance shall become effective as of
the date the indebtednessis incurred.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled MCL 445.2003 of the Michigan compiled laws.

550.612 Papers filed with commissioner of issuing state.
Sec. 12. All policies, certificates of insurance, notices of proposed insurance, applications for insurance,
binder, endorsements and riders shall be filed with the commissioner of the state in which the policy isissued.
History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.613 Papers filed with commissioner of issuing state; disapproval.

Sec. 13. The commissioner within 30 days after the filing of all policies, certificates of insurance, notices
of proposed insurance, applications for insurance, binders, endorsements and riders, in addition to other
requirements of law, may disapprove any such form if the benefits provided therein are not reasonable in
relation to the premium charge or if it contains provisions which are unjust, unfair, inequitable, misleading,
deceptive or encourage misrepresentation of such policy.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.614 Papers filed with commissioner of issuing state; use, hearing, prior written approval.

Sec. 14. If the commissioner notifies the insurer that the form does not comply with this subsection, it is
unlawful thereafter for such insurer to issue or use such form. In such notice, the commissioner shall specify
the reason for his disapproval and state that a hearing will be granted within 20 days after request in writing
by the insurer. No such policy, certificate of insurance, notice of proposed insurance, nor any application,
binder, endorsement or rider, shall be issued or used until the expiration of 30 days after it has been so filed,
unless the commissioner shall give his prior written approval thereto.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Rendered Friday, January 22, 2010 Page 27 Michigan Compiled Laws Complete Through PA 242 of 2009
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.615 Papers filed with commissioner of issuing state; withdrawal of approval.

Sec. 15. The commissioner, at any time after a hearing, of not less than 20 days written notice to the
insurer, may withdraw his approval of any such form on any of such grounds.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.616 Papers filed with commissioner of issuing state; use after withdrawal of approval.
Sec. 16. It is not lawful for the insurer to issue such forms or use them after the effective date of such
withdrawal of approval.
History: 1958, Act 173, Eff. Sept. 13, 1958.
Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.617 Papers filed with commissioner of issuing state; judicial review.

Sec. 17. Any order or final determination of the commissioner under the provisions of this section shall be
subject to judicial review.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financia and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.618 Schedule of premium rates; refunds; nonissuance credit.

Sec. 18. Each insurer issuing credit life insurance or credit accident and health insurance shall file with the
commissioner its schedules of premium rates for use in connection with such insurance. Any insurer may
revise such schedules from time to time, and shall file such revised schedules with the commissioner. No
insurer shall issue any credit life insurance policy or credit accident and health insurance policy for which the
premium rate exceeds that determined by the schedules of such insurer as then on file with the commissioner.
The commissioner may require the filing of the schedule of premium rates for use in connection with and as a
part of the specific policy filings as provided by sections 12 to 17. Each individual policy, group certificate or
notice of proposed insurance of credit life insurance and credit accident and health insurance shall provide
that in the event of termination of the insurance prior to the scheduled maturity date of the indebtedness, any
refund of premium due shall be paid or credited promptly to the person entitled thereto: Provided, however,
That the commissioner shall prescribe a minimum refund and no refund which would be less than such
minimum need be made. The formula to be used in computing such refund shall be filed with the
commissioner. If a creditor requires a debtor to make a payment in connection with credit life insurance and
credit accident and health insurance and an individual policy or group certificate of insurance is not issued,
the creditor shall immediately give written notice to such debtor and shall promptly make an appropriate
credit to the account.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financia and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.619 Policies issuable only by authorized insurers.

Sec. 19. All policies of credit life insurance and credit accident and health insurance shall be delivered or
issued for delivery in this state only by an insurer authorized to do an insurance business therein, and shall be
issued only through holders of licenses or authorizations issued by the commissioner.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.620 Payment of claims; claim files; group insurance claims.

Sec. 20. All claims shall be promptly reported to the insurer or its designated claim representative, and the
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insurer shall maintain adequate claim files. All claims shall be settled as soon as possible and in accordance
with the terms of the insurance contract. All claims shall be paid either by draft drawn upon the insurer or by
check of the insurer to the order of the claimant to whom payment of the claim is due pursuant to the policy
provisions, or upon direction of such claimant to one specified. No plan or arrangement shall be used whereby
any person, firm or corporation other than the insurer or its designated claim representative shall be
authorized to settle or adjust claims. The creditor shall not be designated as claim representative for the
insurer in adjusting claims; but a group policyholder, by arrangement with the group insurer, may draw drafts
or checks in payment of claims due to the group policyholder subject to audit and review by the insurer.
History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.621 Procurement of insurance by debtor.

Sec. 21. When credit life insurance or credit accident and health insurance is required as additional security
for any indebtedness, the debtor, upon request to the creditor, shall have the option of furnishing the required
amount of insurance through existing policies of insurance owned or controlled by him or of procuring and
furnishing the required coverage through any insurer authorized to transact an insurance business within this
State.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.622 Rules; violation, notice of hearing, finding, order.

Sec. 22. The commissioner, after notice and hearing, may issue such rules and regulations in accordance
with Act No. 88 of the Public Acts of 1943, as amended, being sections 24.71 to 24.82 of the Compiled Laws
of 1948, and subject to Act No. 197 of the Public Acts of 1952, as amended, being sections 24.101 to 24.110
of the Compiled Laws of 1948, as he deems appropriate for the supervision of this act. Whenever the
commissioner finds that there has been a violation of this act or any rules or regulations issued pursuant
thereto, and after written notice thereof and hearing given to the insurer or other person authorized or licensed
by the commissioner, he shall set forth the details of his findings together with an order for compliance by a
specified date. The order shall be binding on the insurer and other person authorized or licensed by the
commissioner on the date specified unless sooner withdrawn by the commissioner or a stay thereof has been
ordered by a court of competent jurisdiction.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

Administrative rules: R 500.2031 et seq. of the Michigan Administrative Code.

550.623 Violation; penalty; license or authority, suspension or revocation.

Sec. 23. In addition to any other penalty provided by law, any person who violates an order of the
commissioner after it has become final, and while such order is in effect, shall, upon proof thereof to the
satisfaction of the court, forfeit and pay to the state a sum not to exceed the $250.00 which may be recovered
in acivil action, except that if such violation is found to be willful, the amount of such penalty shall be a sum
not to exceed the $1,000.00. The commissioner, in his discretion, may revoke or suspend the license or
certificate of authority of the person guilty of such violation.

History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.624 Effect of act; scope of act.

Sec. 24. This act shall not ater or amend any provision of Act No. 21 of the Public Acts of 1939, as
amended, being sections 493.1 to 493.26 of the Compiled Laws of 1948, or permit any premium, contribution
or other charge to be collected for credit life or health and accident insurance in connection with loans made
by licensees under said act: Provided, however, That if section 13 of said Act No. 21 of the Public Acts of
1939, as amended, is amended to permit licensees to collect premiums from borrowers for credit life
insurance or credit health and accident insurance in addition to the maximum rate of charge authorized by said
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section 13, this act shall apply to licensees as provided by such amendment to section 13.
History: 1958, Act 173, Eff. Sept. 13, 1958.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.
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STATE INSURANCE
Act 388 of 1913

AN ACT to provide for state insurance on state property and against liability arising or that may arise
under certain laws.

History: 1913, Act 388, Eff. Aug. 14, 1913;00 Am. 1980, Act 94, Imd. Eff. Apr. 16, 1980.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

The People of the Sate of Michigan enact:

550.701 Insurance of state property; determination; approval; bids; purchase of deductible
or catastrophe insurance; payment of premiums.

Sec. 1. (1) An officer or agent of this state or a person or persons having charge of a state owned and state
used building or property of the state shall not pay out any public moneys or funds on account of an insurance
against loss by fire, lightning, windstorm, explosion, riot, riot attending a strike, civil commotion, falling
aircraft, hail, except this does not apply to growing crops, and smoke, caused from faulty operation of a
heating plant using oil or gas fuel, or shall not in any manner contract for or incur an indebtedness against the
state on account of an insurance upon any of the buildings, furniture, fixtures, or property of any kind
belonging to the state, or against liability arising or that may arise under Act No. 317 of the Public Acts of
1969, as amended, being sections 418.101 to 418.941 of the Michigan Compiled Laws, except in a manner
provided in this act. If a state agency which has charge of the property determines that state owned properties
in asingle building represent an abnormal concentration of values, or are without adequate fire protection, or
are highly combustible or highly inflammable, the director of the department of management and budget, after
review, approval, or modification of the determination by the state agency, and after approva by the state
administrative board, shall arrange for the insurance of the property against the perils named in this section in
companies authorized to operate in the state.

(2) The state administrative board, after an investigation as it considers necessary, may direct the director
of the department of management and budget to call for bids and purchase deductible or catastrophe fire,
lightning, windstorm, explosion, riot, riot attending a strike, civil commotion, falling aircraft, hail, and smoke
insurance, covering any or all state property, with insurance companies duly authorized to do businessin this
state. An amount sufficient to pay the premiums on all insurance authorized to be purchased from private
companies under this section is appropriated from the applicable fund.

History: 1913, Act 388, Eff. Aug. 14, 1913;0 CL 1915, 9268;01 CL 1929, 12680;0] Am. 1945, Act 314, Imd. Eff. May 25, 1945;0]
Am. 1946, 1st Ex. Sess,, Act 28, Imd. Eff. Feb. 26, 1946;01 Am. 1947, Act 173, Eff. Oct. 11, 1947;0] Am. 1948, 1st Ex. Sess,, Act 40,
Imd. Eff. May 10, 1948;00 CL 1948, 550.701;01 Am. 1951, Act 197, Imd. Eff. June 8, 1951;0] Am. 1965, Act 365, Imd. Eff. July 23, 1965
;0 Am. 1980, Act 94, Imd. Eff. Apr. 16, 1980.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to

the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.702, 550.703 Repealed. 1965, Act 365, Imd. Eff. July 23, 1965.

Compiler'snote: The repealed sections provided for state insurance fund and for investment of moneys therein.

550.704 Loss in case of damage; fixing amount.

Sec. 4. In case any buildings or property of the state other than those insured under the provisions of
section 1 shall be damaged by fire, lightning, windstorm, explosion, riot, riot attending a strike, civil
commotion, falling aircraft, hail (except growing crops) and smoke, caused from faulty operation of a heating
plant using oil or gas fuel the controller, within 30 days or as soon as possible thereafter, shall ascertain and
fix the amount of such damage. The ascertained amount of such damage shall in no case be less than the
amount necessary to rebuild, repair or replace the property so damaged.

History: 1913, Act 388, Eff. Aug. 14, 191301 CL 1915, 9271;0 CL 1929, 12683;(] Am. 1945, Act 314, Imd. Eff. May 25, 1945;0]
CL 1948, 550.704;00 Am. 1965, Act 365, Imd. Eff. July 23, 1965.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
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services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.705 Loss in case of damage; payment, release of additional amounts necessary to
rebuild or restore.

Sec. 5. When the amount of loss has been fixed and determined to be $50,000.00 or less by the controller,
the amount so determined is appropriated in the applicable fund to be used by the state administrative board,
for the rebuilding or restoring of the property damaged, and to be disbursed in such manner as other state
funds are paid out. If during the rebuilding or restoring of such property damaged it shall be necessary in the
opinion of the state administrative board to expend any additional amounts over and above the amounts
certified by the controller, an additional amount equal to 10% of such previously determined amount is
appropriated, but in no case to exceed $50,000.00 to be paid out in the same manner as provided for the
payments made from the original appropriation. When the amount of loss has been fixed and determined to be
more than $50,000.00, not to exceed a total of $5,000.00 is appropriated to be used under the supervision of
the state administrative board for preliminary expenses connected with the loss, to be disbursed in such
manner as other state funds are paid out. No payment in excess of $5,000.00 for any such loss shall be made
until authorized and provided for by either the legislature or the special commission on appropriations created
under the provisions of Act No. 120 of the Public Acts of 1937, as amended, being sections 5.1 to 5.5 of the
Compiled Laws of 1948.

History: 1913, Act 388, Eff. Aug. 14, 1913;00 CL 1915, 9272;01 CL 1929, 12684;(1 Am. 1945, Act 314, Imd. Eff. May 25, 1945;0]
CL 1948, 550.705;01 Am. 1955, Act 203, Imd. Eff. June 17, 1955;(1 Am. 1965, Act 365, Imd. Eff. July 23, 1965.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.706 Repealed. 1993, Act 199, Eff. Dec. 28, 1994.

Compiler's note: The repealed section pertained to determination of assessments by state accident fund.

550.707, 550.708 Repealed. 1965, Act 365, Imd. Eff. July 23, 1965.
Compiler's note: The repealed sections pertained to duties of commissioner of insurance in administering state insurance act.

550.709 Self-liquidation projects exempted; applicability of act.

Sec. 9. The provisions of this act shall not have application to any structure, building, or the contents
thereof, acquired, purchased or erected as self-liquidating projects pursuant to the terms of Act No. 15 of the
Public Acts of 1937, as amended, being sections 390.451 to 390.456, inclusive, of the Compiled Laws of
1948, or Act No. 9 of the Public Acts of the Extra Session of 1938, as amended, being sections 390.371 to
390.375, inclusive, of the Compiled Laws of 1948, where the state board of education or the board of control
of Michigan college of mining and technology has arranged for insuring such property against the perils
designated in section 1 hereof in companies authorized to operate in the state of Michigan, in such amounts as
such board shall deem adequate.

History: Add. 1949, Act 100, Eff. Sept. 23, 1949.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.710 Election of coverage.

Sec. 10. An ingtitution, agency, authority or instrumentality of the state which, under the constitution or
laws of the state, has control and direction of the expenditures of its funds may elect to be covered under the
provisions of this act.

History: Add. 1965, Act 365, Imd. Eff. July 23, 1965.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.711 State insurance fund abolished; reversion of funds.

Sec. 11. The state insurance fund is abolished on June 30, 1965, and any unencumbered balance in the fund
at that time shall revert to the severa state funds in the same proportion as the last previous premium
assessments against such funds.

History: Add. 1965, Act 365, Imd. Eff. July 23, 1965.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
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services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

REPAIR OF DESTROYED STATE PROPERTY
Act 176 of 1895

550.801-550.805 Repealed. 1965, Act 318, Imd. Eff. July 22, 1965.

Rendered Friday, January 22, 2010 Page 33 Michigan Compiled Laws Complete Through PA 242 of 2009
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



THIRD PARTY ADMINISTRATOR ACT
Act 218 of 1984

AN ACT to provide for the regulation of third party administrators; to provide for the licensure of
administrative service managers; to provide for certain powers and duties for certain state agencies and
officers; to provide for the confidentiality of certain personal data; and to prescribe penalties for a violation of
this act.

History: 1984, Act 218, Eff. Jan. 1, 1985.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

The People of the Sate of Michigan enact:

550.901 Short title.

Sec. 1. This act shall be known and may be cited as the “third party administrator act”.

History: 1984, Act 218, Eff. Jan. 1, 1985.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to

the commissioner of the office of financia and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.902 Definitions.

Sec. 2. Asused in this act:

(a) “Administrative services manager” or “manager” means an individual responsible for conducting the
daily operations of athird party administrator.

(b) “Benefit plan” or “plan” means a medical, surgical, dental, vision, or health care benefit plan and may
include coverage under a policy or certificate issued by acarrier.

(c) “Board” means the TPA advisory board created under section 19.

(d) “Carrier” means any of the following:

(i) Aninsurer which is regulated pursuant to the insurance code of 1956, Act No. 218 of the Public Acts of
1956, being sections 500.100 to 500.8302 of the Michigan Compiled Laws.

(i) A medical care corporation regulated pursuant to Act No. 108 of the Public Acts of 1939, being
sections 550.301 to 550.316 of the Michigan Compiled Laws.

(iif) A hospital service corporation regulated pursuant to Act No. 109 of the Public Acts of 1939, being
sections 550.501 to 550.517 of the Michigan Compiled Laws.

(iv) A health care corporation regulated pursuant to the nonprofit health care corporation reform act, Act
No. 350 of the Public Acts of 1980, being sections 550.1101 to 550.1704 of the Michigan Compiled Laws.

(V) A health maintenance organization regulated under part 210 of the public health code, Act No. 368 of
the Public Acts of 1978, being sections 333.21001 to 333.21099 of the Michigan Compiled Laws.

(vi) A dental care corporation regulated pursuant to Act No. 125 of the Public Acts of 1963, being sections
550.351 to 550.373 of the Michigan Compiled Laws.

(e) “Commissioner” means the commissioner of insurance of this state.

(f) “ERISA” means the employee retirement income security act of 1974, as amended, Public Law 93-406,
88 Stat. 829.

(g) “Person” means an individual, sole proprietorship, partnership, corporation, association, or any other
legal entity.

(h) “Personal data’ means any record or information pertaining to the diagnosis, treatment, or health of an
individual covered by aplan.

(i) “Processes claims’ means the administrative services performed in connection with a claim for benefits
under a plan.

(j) “Service contract” means the written agreement for the provision of administrative services between the
TPA and a plan, a sponsor of aplan, or acarrier.

(K) “Third party administrator” or “TPA” means a person who processes claims pursuant to a service
contract and who may aso provide 1 or more other administrative services pursuant to a service contract,
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other than under a worker's compensation self-insurance program pursuant to section 611 of the worker's

disability compensation act of 1969, Act No. 317 of the Public Acts of 1969, being section 418.611 of the

Michigan Compiled Laws. Third party administrator does not include a carrier or employer sponsoring a plan.
History: 1984, Act 218, Eff. Jan. 1, 1985.

550.910 Third party administrator; certificate required; requirements; instances in which TPA

subject to act; name.

Sec. 10. (1) A person shall not operate as a third party administrator without obtaining and maintaining a
certificate of authority pursuant to this act.

(2) A third party administrator shall continue to meet the requirements of this act at al times.

(3) A third party administrator is subject to this act in the following instances:

(a) The TPA isdomiciled in this state.

(b) The TPA hasits principal administrative office or principal headquarters located in this state.

(c) The TPA solicits a plan or sponsor of a plan or provides administrative services to a plan or sponsor of
a plan, which plan or sponsor is either domiciled in this state or has its principal headquarters or principal
administrative office in this state. This subdivision shall not apply to a TPA who has been licensed or certified
asaTPA inthat TPA's state of domicile pursuant to a statute or regulation similar to this act.

(d) The TPA provides substantial administrative servicesto acarrier for the carrier's businessin this state.

(4) Each TPA shall transact its business under its own name. A TPA shall not be permitted to do business
in this state under a name which is the same as or which closely resembles the name of a TPA which is
authorized to do business under the laws of this state.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.912 Application for certificate of authority; form, verification, and contents; filing notice
of modification.

Sec. 12. (1) An application for a certificate of authority to operate as a TPA shall be in a form prescribed
by the commissioner, shall be verified by an officer or authorized representative of the TPA, and shall include
all of the following:

(a) All basic organizational documents of the TPA, such as the articles of incorporation, bylaws, articles of
association, trade name certificate, and other similar documents and all amendments to those documents.

(b) The names, addresses, official positions, and professiona qualifications of the individuals who are
responsible for the conduct of the affairs of the TPA, including all administrative services managers, members
of the board of directors, board of trustees, executive committee, or other governing board or committee; the
officers and shareholders owning stock representing 10% or more of the voting shares of the TPA in the case
of acorporation; and the partners or membersin the case of a partnership or association.

(c) A description of the TPA, its services, facilities, and personnel.

(d) A power of attorney duly executed by the TPA if not domiciled in this state, appointing the
commissioner, the commissioner's successors in office, and the commissioner's duly authorized deputies as
the attorney of the TPA in and for this state, upon whom process in any legal action or proceeding against the
TPA on a cause of action arising in this state may be served. The fee for such service shall be $5.00, payable
at the time of service.

(e) Recent financial statements showing the third party administrator's assets, liabilities, and sources of
financial support sufficient in the opinion of the commissioner, upon the advice of the board, to show
financial viability of the third party administrator. If the third party administrator's financia affairs are
prepared by independent public accountants, a copy of the most recent regular financial statement shall satisfy
this requirement unless the commissioner determines that additional or more recent financial information is
required for the proper administration of this act.

(f) Such other information as the commissioner may reasonably require. The commissioner may hot
demand trade secret information from a TPA.

(2) Within 30 days following any significant modification of information submitted with the application
for a certificate of authority, a third party administrator shall file a notice of the modification with the
commissioner.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.914 Certificate of authority; issuance; notice of disapproval; continued compliance with
subsection (1).

Sec. 14. (1) The commissioner shall issue a certificate of authority to operate as a TPA if the commissioner
is satisfied that the TPA has adequate facilities, personnel, and managers to act as a third party administrator.
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(2) If the commissioner disapproves an application for a certificate of authority, he or she shall notify the
applicant in writing of the reasons for the disapproval.

(3) A TPA shal continue to meet the conditions required under subsection (1) after the certificate of
authority isissued.

History: 1984, Act 218, Eff. Jan. 1, 1985;01 Am. 2002, Act 74, Imd. Eff. Mar. 15, 2002.

550.916 Repealed. 2002, Act 74, Imd. Eff. Mar. 15, 2002.
Compiler'snote: The repealed section pertained to license as administrative services manager.

550.918 Fees; payment; collection; and designation.
Sec. 18. (1) The commissioner shall collect, and the persons affected shall pay to the commissioner, the
following fees:
(a) Filing fee to acconpany application
for third party admnistrator's certificate

of authority....... ... .. . . . $ 200. 00.
(b) Certificate of authority for a

third party administrator............... ... ... .... $ 25.00.
(c) Filing fee for annual statenent of a

third party adnministrator, each year................ $ 25.00.

(2) Fees paid under this section shall be designated for the insurance bureau to cover the additional costs
incurred as aresult of this act.

History: 1984, Act 218, Eff. Jan. 1, 1985;00 Am. 2002, Act 74, Imd. Eff. Mar. 15, 2002.

550.919 TPA advisory board; creation; appointment, qualifications, and terms of members;
expenses; duty of board; report.

Sec. 19. (1) A TPA advisory board is created. The board shall consist of 7 members appointed by the
commissioner, at least 4 of whom shall be individuals employed by TPAs who are not in the employ of a
carrier and who do not have a significant ownership interest in a carrier. The members of the board shall serve
3-year terms and shall serve without compensation but shall be reimbursed for their actual and necessary
expenses incurred in the performance of their duties. The board shall advise the commissioner as to the
operations of this act, including:

(a) The procedure for granting licenses and certificates.

(b) The subject areas for the written examination for managers.

(c) The implementation of this act.

(d) Making recommendations to the commissioner for guidelines for the implementation of sections 40 to
44,

(e) Making recommendations to the commissioner regarding the regulatory standards for excess loss
insurance required by section 32(4).

(2) The board shall issue a report to the commissioner on the operations of this act not later than 3 years
after the effective date of this act.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.920 Authority of commissioner.

Sec. 20. The commissioner shall have the same authority with respect to a TPA or manager as he or she
does with respect to an insurance agency or agent under the insurance code of 1956, Act No. 218 of the Public
Acts of 1956, being sections 500.100 to 500.8302 of the Michigan Compiled Laws, including but not limited
to the rights of examination, suspension, revocation, and limitation of authority, and liquidations and
receiverships.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.922 Hearings.

Sec. 22. The commissioner may designate 1 or more persons to conduct hearings provided for under this
act, hearings required by the administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969,
being sections 24.201 to 24.315 of the Michigan Compiled Laws, and hearings which the commissioner
considers necessary and appropriate for fact-finding or information gathering before making decisions,
policies, and determinations allowable or required by law in the course of carrying out the duties of the
commissioner. Hearings under this act shall be conducted in the same manner as hearings conducted under the
insurance code of 1956, Act No. 218 of the Public Acts of 1956, being sections 500.100 to 500.8302 of the
Michigan Compiled Laws.

Rendered Friday, January 22, 2010 Page 36 Michigan Compiled Laws Complete Through PA 242 of 2009

O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



History: 1984, Act 218, Eff. Jan. 1, 1985.

550.924 Destruction or disposal of records, books, papers, and other data.

Sec. 24. The commissioner is authorized to destroy or otherwise dispose of all records, books, papers, and
other data on file with the department which in his or her opinion and on the advice of the attorney general,
are of no further material value to the state of Michigan; but the destruction or other disposal thereof shall not
be ordered or made by him or her of any records, books, papers, or other data required by law to be filed or
kept on file with the insurance bureau until the expiration of a period of 10 years, nor of any such records,
books, papers, or other data filed during his or her administration or administrations. Such authorization shall
be effected through official rules of the commissioner. However, this authorization shall not extend to articles
of incorporation, and amendments thereto, copies of bylaws and amendments thereto, copies of certificates or
other written evidence of authorization to transact business or of approval of articles of incorporation and
bylaws.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.930 Provision of administrative services pursuant to written service contract;
maintenance of books and records; TPA and manager as fiduciary.

Sec. 30. (1) A TPA may only provide administrative services pursuant to a written service contract. For the
duration of the service contract, a TPA shall maintain at its principal administrative office the TPA's books
and records of all transactions under the service contract in accordance with generally accepted accounting
principles or as required by ERISA.

(2) A TPA and a manager are a fiduciary when collecting, expending, and maintaining money for the
payment of claims pursuant to the service contract.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.932 Benefit plan; notice; plan covering less than 500 individuals; service contract
between TPA and governmental entity not subject to ERISA; construction of act.

Sec. 32. (1) A TPA, in connection with a benefit plan, shall provide in its service contract a provision that
the person contracting for the services shall provide written notice to each individual covered by the plan,
which written notice shall contain the following information:

(a) What benefits are being provided.

(b) Of changes in benefits.

(c) The fact that individuals covered by the plan are not insured or are only partially insured, as the case
may be.

(d) If the plan is not insured, the fact that in the event the plan or the plan sponsor does not ultimately pay
medical expenses that are eligible for payment under the plan for any reason, the individuals covered by the
plan may be liable for those expenses.

(e) The fact that the TPA merely processes claims and does not insure that any medical expenses of
individuals covered by the plan will be paid.

(f) The fact that complete and proper claims for benefits made by individuals covered by the plan will be
promptly processed but that in the event there are delays in processing claims, the individuals covered by the
plan shall have no greater rights to interest or other remedies against the TPA than as otherwise afforded them
by law.

(2) The written notice required by subsection (1) shall be prominently displayed in the summary plan
description or in a separate document. The notice shall be communicated to the individuals covered by the
plan within 60 days after becoming covered, upon each republication of the summary plan description, and in
any case not less than every 5 years in a manner calculated to be received and understood by the average
individual covered by the plan. As used in subsections (1) and (2), “individua covered by a plan” includes
only 1 individual per family covered by a plan. The written notice required by this section shall not apply to
any plan in effect on the effective date of this act until the earlier of the following:

(a) The due date under ERISA for distributing updated summary plan descriptions.

(b) Two years after the effective date of this act.

(3) Except as provided in subsection (4), a TPA shall not enter into a service contract for a plan covering
less than 500 individuals.

(4) A TPA may enter into a service contract for a plan covering less than 500 individuals, if either the TPA
makes arrangements for excess loss insurance or the sponsor of the plan is liable for the plan's liabilities and
is a sponsor of 1 or more plans covering 500 or more individuals in the aggregate. The commissioner, upon
the advice of the board, shall establish the standards for the manner and amount of the excess loss insurance
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required by this subsection. A TPA may continue to provide administrative services under a service contract
for a plan covering less than 500 individuals if the service contract was in existence on the effective date of
this act, including the renewal of that service contract.

(5) A service contract between a TPA and a governmental entity not subject to ERISA, whose plan
provides coverage under a collective bargaining agreement utilizing a policy or certificate issued by a carrier
before the signing of the service contract, is void unless the governmental entity has provided the written
notice described in subsection (1) to the collective bargaining agent and to the members of the collective
bargaining unit not less than 30 days before signing the service contract. The voiding of a service contract
under this subsection shall not relieve the governmental entity of any obligations to the TPA under the service
contract.

(6) Nothing in this act shall be construed to regulate or authorize an employee welfare benefit plan which
is a multiple employer welfare arrangement. Nothing in this act shall be construed to permit an actionable
interference by a TPA with the rights and obligations of the parties under a collective bargaining agreement.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.934 Confidentiality.

Sec. 34. (1) A TPA shall provide for the confidentiality of personal data identifying an individual covered
by a plan. A TPA shall not disclose records containing personal information that may be associated with an
identifiable individual covered by a plan to a person other than the individual to whom the information
pertains. Except as is necessary to comply with a court order, an administrator shall not disclose personal data
concerning a covered individual without the prior consent of the covered individual. If the individual covered
by a plan has authorized the release of information to a third person, the third person shall not release that
information unless the individual executesin writing another consent authorizing the additional release.

(2) Subsection (1) shal not be construed to apply to information disclosed for any of the following
reasons:

(a) For claims adjudication.

(b) For claims verification.

(c) For other proper plan administration.

(d) For an audit conducted pursuant to ERISA.

(e) To an insurer for the purchase of excess loss insurance and for claims under the excess loss insurance.
However, an insurer obtaining information under this subdivision shall be subject to the requirements of
subsection (1).

(f) To the plan or afiduciary of the plan.

(9) To the commissioner. However, information obtained by the commissioner under this subdivision shall
be exempt from disclosure under the freedom of information act, Act No. 442 of the Public Acts of 1976,
being sections 15.231 to 15.246 of the Michigan Compiled Laws.

(h) Asrequired by law.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.936 Annual statement; report.

Sec. 36. (1) Each TPA acting within this state shall annually, on or before March 1, prepare under oath and
deposit with the commissioner a statement concerning its affairs upon a form provided by the commissioner.
The annual statement shall be filed on or before March 1 of the year following that covered by the statement.
Upon request and for good cause shown, the commissioner may grant to any TPA a reasonable extension of
time not to exceed 30 days within which the statement shall be filed. The TPA shall pay the filing fee
prescribed in section 18.

(2) The commissioner shall submit to the legislature on or before April 1, 1985, a report detailing the
impact of this act on plans, individuals covered by plans, carriers, and TPAs. The report shall also, in
consultation with the revenue commissioner, estimate the total financial impact on the state of Michigan
during the preceding legidative biennium.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.940 Prohibited conduct generally.

Sec. 40. A TPA or manager, in processing claims, shall not do any of the following:

(a) Misrepresent pertinent facts relating to coverage.

(b) Fail to make a good faith effort to acknowledge promptly or to act reasonably and promptly upon
communications with respect to a claim for benefits.

(c) Fail to adopt and implement reasonable standards for the prompt investigation of a claim for benefits.
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(d) Refuse to process claims without conducting a reasonable investigation based upon the available
information.

(e) Fail to communicate affirmation or denial of coverage of a claim for benefits within a reasonable time
after a claim has been received.

(f) Fail to make a good faith effort to promptly, fairly, and equitably process a claim for benefits.

(g) Fail to promptly provide a reasonable explanation of the basis for denial or partial denial of a claim for
benefits.

(h) Refuse to process claims because of race, color, creed, marital status, sex, national origin, residence,
age, disability, or lawful occupation.

(i) Knowingly compel individuals covered by the plan to institute litigation to recover amounts due under a
benefit plan by offering substantially less than the amounts due unless the amounts due are reasonably in
dispute.

(j) For the purpose of coercing an individual covered by the plan to accept a settlement or compromise of a
claim, inform the individual of a policy of the TPA of appealing judicial, arbitration, or administrative hearing
decisions which arein favor of individuals covered by the plan.

(k) Delay the investigation or processing of a claim by requiring an individual covered by the plan, or the
provider of services to the individual covered by the plan, to submit a preliminary claim and then requiring
subsequent submission of a formal claim, seeking solely the duplication of a verification. This subdivision
does not apply to the predetermination or precertification of benefits.

History: 1984, Act 218, Eff. Jan. 1, 1985;00 Am. 1998, Act 79, Imd. Eff. May 4, 1998.

550.942 Additional prohibited conduct.

Sec. 42. A manager or TPA, in order to induce a person to contract or to continue to contract with the TPA;
to induce a person to lapse, forfeit, or surrender a service contract entered into with a TPA; or to induce a
person to secure or terminate coverage with acarrier or other person, shall not directly or indirectly:

(a) Offer to make or make an agreement relating to a service contract or issue or deliver to the person
money or any other valuable consideration other than as plainly expressed in the service contract.

(b) Give or pay or offer to give or pay, directly or indirectly, a rebate or adjustment of the fee payable
under the service contract, or an advantage in the services thereunder, except as reflected in the fee and
expressly provided in the service contract.

(c) Make, issue, or circulate, or cause to be made, issued, or circulated, any estimate, illustration, circular,
or statement misrepresenting the terms of a service contract, the advantages provided thereunder, or the true
nature thereof.

(d) Make a misrepresentation in a comparison, whether oral or written, between service contracts of the
TPA and another TPA or between service contracts of the TPA and acarrier.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.944 Additional prohibited conduct.

Sec. 44. (1) A TPA shall not refuse to enter into a service contract or provide administrative services other
than processing claims because of race, color, creed, marital status, sex, nationa origin, residence, age,
disability, or lawful occupation.

(2) A TPA or manager shall not misrepresent the financial condition of a TPA or of any person engaged in
the business of insurance, or misrepresent the financial aspects of the services offered by the TPA or make a
statement which is maliciously false, maliciously critical of, or maliciously derogatory to the financial
condition of another TPA or of a person engaged in the business of insurance.

(3) A TPA or manager shall not misrepresent the nature of the services provided by the TPA, including but
not limited to, the existence or identity of any carrier or other TPA involved with the plan; the extent of risk
assumed by any particular named carrier, if any; or the regulatory status of the carrier or TPA.

(4) A TPA or manager shall not make, or participate in the making of, any fraudulent statement on a claims
form for the purpose of obtaining money or other benefits.

(5) A TPA shall process claims for benefits on atimely basis.

History: 1984, Act 218, Eff. Jan. 1, 1985;00 Am. 1998, Act 79, Imd. Eff. May 4, 1998.

550.950 Violation; probable cause; notice; conference; disposition of matter upon agreement
of parties; action for damages; hearing; findings and decision; cease and desist order;
additional order.

Sec. 50. (1) When the commissioner has probable cause to believe that a TPA or manager is violating, or
has violated section 40, indicating a persistent tendency to engage in conduct prohibited by that section, or has
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probable cause to believe that a TPA or manager is violating, or has violated other provisions of this act, he or
she shall give written notice to the TPA or manager, pursuant to the administrative procedures act, Act No.
306 of the Public Acts of 1969, being sections 24.201 to 24.315 of the Michigan Compiled Laws, setting forth
the general nature of the complaint against the TPA or manager and the proceedings contemplated under this
section. Before the issuance of a notice of hearing, the staff of the bureau of insurance responsible for the
matters which would be at issue in the hearing shall give the TPA or manager an opportunity to confer and
discuss the possible complaint and proceedings in person with the commissioner or a representative of the
commissioner, and the matter may be disposed of summarily upon agreement of the parties. This subsection
shall not be construed to create or diminish any right of a person to bring an action for damages under this
section.

(2) A hearing held pursuant to subsection (1) shall be held pursuant to the administrative procedures act,
Act No. 306 of the Public Acts of 1969. If, after the hearing, the commissioner determines that the TPA or
manager is violating, or has violated section 40, indicating a persistent tendency to engage in conduct
prohibited by that section, or has violated or is violating other provisions of this act, the commissioner shall
reduce his or her findings and decision to writing, and shall issue and cause to be served upon the TPA or
manager a copy of the findings and an order requiring the TPA or manager to cease and desist from engaging
in the prohibited activity, and the commissioner may order any of the following:

(8) Payment of a monetary penalty of not more than $500.00 for each violation but not to exceed an
aggregate penalty of $5,000.00, unless the TPA or manager knew or reasonably should have known it wasin
violation of this act, in which case the penalty shall not be more than $2,500.00 for each violation and shall
not exceed an aggregate penalty of $25,000.00 for all violations committed in a 6-month period.

(b) Suspension or revocation of the TPA's certificate of authority or the manager's license if the TPA or
manager knowingly and persistently violated this act.

(c) Restitution or refund to an aggrieved person.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.952 Civil fine; suspension or revocation of certificate or license.

Sec. 52. If aTPA or manager violates a cease and desist order under this act and has been given notice and
an opportunity for a hearing held pursuant to the administrative procedures act of 1969, Act No. 306 of the
Public Acts of 1969, being sections 24.201 to 24.315 of the Michigan Compiled Laws, the commissioner may
order a civil fine of not more than $10,000.00 for each violation, or a suspension or revocation of the TPA's
certificate of authority or manager's license, or both the fine and suspension or revocation.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.954 Alteration, modification, or setting aside of order.

Sec. 54. The commissioner may at any time, by order, after notice and opportunity for hearing, reopen and
ater, modify, or set aside, in whole or in part, an order issued by him or her under this act, when in his or her
opinion conditions of fact or of law have so changed as to require that action or if the public interest shall so
require.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.956 Judicial review; petition for review; transcript of record and copy of order or
decision; hearing cause as civil case in equity; evidence; duty of court; incomplete record;
stay of order or decision; jurisdiction.

Sec. 56. (1) Any final order or decision made, issued, or executed by the commissioner under this act shall
be subject to review, after hearing had before the commissioner or a deputy commissioner without leave by
the circuit court of Ingham county or the circuit court of the county in which the principal office in this state
of the TPA aggrieved by such order or decision is located, or where the person resides against whom such
order is directed.

(2) A petition as of right for the review of such order or decision shall be filed within 30 days from the date
of service of a copy of said order or decision upon the TPA or other person against whom said order or
decision shall run. Copy of such petition for review as filed with and certified by the clerk of the court shall
be served upon the commissioner, or in his or her absence upon someone in active charge of the insurance
bureau, within 5 days after the filing thereof. If a petition for review is not filed within the 30 days, the party
aggrieved shall be deemed to have waived the right to have the merits of the order or decision reviewed, and
there shall be no trial of the merits thereof by any court to which application may be made by petition or
otherwise. Within 10 days after the service of copy of the petition for review, unless the time be extended by
order of court, the commissioner shall prepare and file with the clerk of the court in which the petition for
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review was filed, a complete transcript of the record of the hearing had before him or her, and a true and
certified copy of hisor her order or decision.

(3) The cause shall be heard before the court as a civil case in equity upon such transcript of the record and
such additional evidence as may be offered by any of the parties at the hearing of the cause before the court. It
shall be the duty of the court to hear and determine such petition with all convenient speed. If on the hearing
before the court it appears that the record filed by the commissioner is incomplete, the court by appropriate
order may direct the commissioner to certify any or al parts of the records so omitted. The commencement of
proceedings under this section shall not operate as a stay of the enforcement of the commissioner's order or
decision unless so ordered by the court or commissioner, and under such conditions as the court or
commissioner may impose. The court shall have the jurisdiction to affirm, modify, or to set aside the order or
decision of the commissioner and to restrain the enforcement thereof.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.958 Self-incrimination; false oath or affirmation.

Sec. 58. (1) A person shall not be excused from attending and testifying, or producing any books, papers,
or other documents before any court or magistrate, arbitrator or board of arbitrators, upon any investigation,
proceeding, or tria, for a violation of any of the provisions of this act, upon the ground or for the reason that
the testimony or evidence documentary or otherwise, required of him or her may tend to incriminate him or
her; but a person shall not be prosecuted or subjected to any penalty or forfeiture for or on account of any
transaction, matter, or thing concerning which he or she may so testify or produce evidence, documentary or
otherwise, and testimony so given or produced shall not be used against him or her upon any criminal
investigation or proceeding.

(2) A person required by this act to take an oath or affirmation who makes a false oath or affirmation is
guilty of perjury.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.960 Rules.

Sec. 60. (1) The commissioner, after notice and hearing, may promulgate rules pursuant to the
administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969, being sections 24.201 to
24.315 of the Michigan Compiled Laws, as necessary to effectuate the purposes of this act.

(2) A copy of the rules promulgated under this act and any amendments thereto shall be mailed to each
TPA authorized to do businessin this state 30 days prior to the effective date thereof.

History: 1984, Act 218, Eff. Jan. 1, 1985.

550.962 Repealed. 2002, Act 74, Imd. Eff. Mar. 15, 2002.
Compiler'snote: The repealed section pertained to effective date of act.
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EXECUTIVE REORGANIZATION ORDER
E.R.O. No. 2009-22

550.971 Transfer of third party administrator advisory board to department of energy, labor,
and economic growth by type lll transfer; abolishment of third party administrator
advisory board.

WHEREAS, Section 1 of Article V of the Michigan Constitution of 1963 vests the executive power of the
State of Michigan in the Governor;

WHEREAS, Section 2 of Article V of the Michigan Constitution of 1963 empowers the Governor to make
changes in the organization of the executive branch of state government or in the assignment of functions
among its units that the Governor considers necessary for efficient administration;

WHEREAS, there is a continuing need to reorganize functions amongst state departments to ensure
efficient administration and effectiveness of government;

WHEREAS, abolishing the Third Party Administrator Advisory Board will contribute to a smaller and
more efficient state government;

NOW, THEREFORE, I, Jennifer M. Granholm, Governor of the State of Michigan, by virtue of the power
and authority vested in the Governor by the Michigan Constitution of 1963 and Michigan law, order the
following:
|. DEFINITIONS

Asused in this Order:

A. "Department of Energy, Labor, and Economic Growth" means the principal department of state
government created by Section 225 of the Executive Organization Act of 1965, 1965 PA 380, MCL 16.325,
and renamed by Executive Order 1996-2, MCL 445.2001, by Executive Order 2003-18, MCL 445.2011, and
by Executive Order 2008-20.

B. "Third Party Administrator Advisory Board" or "TPA Advisory Board" means the board created under
Section 19 of the Third Party Administrator Act, 1984 PA 218, MCL 550.919.

C. "State Budget Director" means the individual appointed by the Governor pursuant to Section 321 of The
Management and Budget Act, 1984 PA 431, MCL 18.1321.

D. "Type Il transfer" means that term as defined under Section 3(c) of the Executive Organization Act of
1965, 1965 PA 380, MCL 16.103.

II. TRANSFER OF AUTHORITY
A. The TPA Advisory Board is transferred by Type Il transfer to the Department of Energy, Labor, and

Economic Growth.

B. The TPA Advisory Board is abolished.

[II.IMPLEMENTATION OF TRANSFERS
A. The Director of the Department of Energy, Labor, and Economic Growth shall provide executive

direction and supervision for the implementation of all transfers of functions under this Order and shall make

internal organizational changes as necessary to complete the transfers under this Order.

B. The functions transferred under this Order shall be administered by the Director of the Department of
Energy, Labor, and Economic Growth in such ways as to promote efficient administration.

C. All records, property, and unexpended balances of appropriations, allocations, and other funds used,
held, employed, available, or to be made available to the TPA Advisory Board for the activities, powers,
duties, functions, and responsibilities transferred under this Order are transferred to the Department of
Energy, Labor, and Economic Growth.

D. The State Budget Director shall determine and authorize the most efficient manner possible for handling
financial transactions and records in the state's financia management system necessary for the
implementation of this Order.

IV.MISCELLANEOUS
A. All rules, orders, contracts, and agreements relating to the functions transferred under this Order

lawfully adopted prior to the effective date of this Order shall continue to be effective until revised, amended,

repealed, or rescinded.

B. This Order shall not abate any suit, action, or other proceeding lawfully commenced by, against, or
before any entity affected under this Order. Any suit, action, or other proceeding may be maintained by,
against, or before the appropriate successor of any entity affected under this Order.

C. The invalidity of any portion of this Order shall not affect the validity of the remainder of the Order,
which may be given effect without any invalid portion. Any portion of this Order found invalid by a court or
other entity with proper jurisdiction shall be severable from the remaining portions of this Order.
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In fulfillment of the requirements under Section 2 of Article V of the Michigan Constitution of 1963, the
provisions of this Order are effective July 31, 2009 at 12:01 am.

History: 2009, E.R.O. No. 2009-22, Eff. July 31, 2009.

MEDICAL CARE SAVINGSACCOUNT ACT
Act 289 of 1994

550.981-550.988 Repealed. 1994, Act 289, Eff. Jan. 1, 1999.
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THE HEALTH BENEFIT AGENT ACT
Act 252 of 1986

AN ACT to regulate the marketing and transacting of certain health benefits; to regulate the agents of
health benefit corporations; to establish certain powers and duties of health benefit corporations and agents of
health benefit corporations; to establish the powers and duties of certain state officers and agencies; and to
provide for certain penalties.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of

Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

The People of the Sate of Michigan enact:

550.1001 Short title.
Sec. 1. Thisact shall be known and may be cited as “the health benefit agent act”.
History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1002 Definitions.

Sec. 2. Asused in this act:

(a) “Affiliate” means that term as defined in section 1301 of the insurance code of 1956, Act No. 218 of
the Public Acts of 1956, being section 500.1301 of the Michigan Compiled Laws.

(b) “Commissioner” means the commissioner of insurance.

(c) “Control” means that term as defined in section 1301 of the insurance code of 1956, Act No. 218 of the
Public Acts of 1956, being section 500.1301 of the Michigan Compiled Laws.

(d) “Health benefit” means any benefit or service lawfully provided by a health benefit corporation.

(e) “Health benefit agent” means a person who meets al of the following criteria:

(i) Is alicensed accident and health insurance agent under chapter 12 of the insurance code of 1956, Act
No. 218 of the Public Acts of 1956, being sections 500.1201 to 500.1244 of the Michigan Compiled Laws.

(i) Is authorized in writing by a health benefit corporation to act as an agent for the health benefit
corporation and a copy of the authorization is filed with the commissioner.

(f) “Health benefit corporation” means.

(i) A health care corporation organized under Act No. 350 of the Public Acts of 1980, being sections
550.1101 to 550.1704 of the Michigan Compiled Laws.

(if) A nonprofit dental care corporation organized under Act No. 125 of the Public Acts of 1963, being
sections 550.351 to 550.373 of the Michigan Compiled Laws.

(iif) A health maintenance organization licensed under part 210 of Act No. 368 of the Public Acts of 1978,
being sections 333.21001 to 333.21098 of the Michigan Compiled Laws.

(g) “Influence” means to manage, direct, mandate, or give a reward or benefit to a person. Influence does
not mean to respond to a request for information.

(h) “Package’ means to sell health benefits simultaneously or in conjunction with the sale of insurance.

(i) “Subscriber” means a person who enters into a contract, or on whose behalf a contract is entered into,
with a health benefit corporation for the provision of health benefits.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1003 Persons authorized to sell health benefits; packaging health benefits with

insurance; annual appointment fee.

Sec. 3. (1) Health benefits shall only be sold on behalf of a health benefit corporation by either of the
following:

(a) A health benefit agent.

(b) An employee either of a health benefit corporation or an affiliate of the health benefit corporation, if
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the employee does not transact insurance during the tenure of his or her employment with the health benefit
corporation or the affiliate.

(2) A hedlth benefit agent may package health benefits with such insurance as the agent is authorized to
sell.

(3) A health benefit corporation shall pay to the commissioner an annual appointment fee of $5.00 for each
health benefit agent who is authorized to sell health benefits on behalf of the health benefit corporation.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1004 Influencing agent prohibited.

Sec. 4. A health benefit corporation shall not attempt in any way to influence an agent in the packaging of
health benefits.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1004a Applicability of certain statutory provisions.

Sec. 4a. (1) The provisions of sections 1, 2, 3, 4(1), (2), (3), (4), (6), 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16,
17, and 18 of Act No. 274 of the Public Acts of 1984, as amended, being sections 445.771 to 445.788 of the
Michigan Compiled Laws, shall apply to all activities authorized by this act.

(2) The provisions of this act shall apply to an activity of a health benefit corporation notwithstanding the
provisions of section 4(5) of Act No. 274 of the Public Acts of 1984, as amended, being section 445.774 of
the Michigan Compiled Laws, except where the activity is specifically required by this act or any regulation
or orders promulgated by the commissioner pursuant to this act.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1005 Compensation of health benefit agents.

Sec. 5. Health benefit corporations shall compensate health benefit agents primarily on a reasonable
commission basis. Health benefit corporations may provide reasonable bonuses or other reasonable
compensation to health benefits agents for the sale of health benefits.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1006 Authorized agents; requirements, duties, and restrictions; powers of
commissioner.

Sec. 6. (1) Agents licensed under chapter 12 of the insurance code of 1956, Act No. 218 of the Public Acts
of 1956, to sell accident and health insurance are deemed to be health benefits agents under this act upon
being authorized by a health benefit corporation and filing that authorization with the commissioner.

(2) The requirements, duties, and restrictions of insurance agents and the powers of the commissioner with
respect thereto under chapter 20 of the insurance code of 1956, Act No. 218 of the Public Acts of 1956, being
sections 500.2001 to 500.2093 of the Michigan Compiled Laws, shall also apply to agents licensed under this
act when marketing and selling health benefits to the same extent as if marketing and selling disability
insurance.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financia and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1008 Contracts or other arrangements for packaging of health benefits with insurance;
policy supplementing health benefits of health maintenance organization.

Sec. 8. (1) Except as otherwise provided in this act, a health care corporation organized under Act No. 350
of the Public Acts of 1980, being sections 550.1101 to 550.1704 of the Michigan Compiled Laws, shall not,
Rendered Friday, January 22, 2010 Page 45 Michigan Compiled Laws Complete Through PA 242 of 2009
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



either itself or through any affiliate or agent, enter into a contract or other arrangement with any insurer or
other person which provides for the packaging of health benefits with insurance.

(2) A hedth benefit corporation may arrange for excess loss insurance in conjunction with the sale of
administrative services benefits.

(3) A health maintenance organization licensed under part 210 of the public health code, Act No. 368 of
the Public Acts of 1978, being sections 333.21001 to 333.21098 of the Michigan Compiled Laws, may
arrange with an insurer for the insurer to sell a policy to supplement the health benefits of the health
mai ntenance organization.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1009 Licensing affiliate of health benefit corporation as insurance agent prohibited;
certain employees or affiliates of health benefit corporation prohibited from transacting
insurance.

Sec. 9. (1) An affiliate of a health benefit corporation shall not be licensed as an insurance agent under
chapter 12 of the insurance code of 1956, Act No. 218 of the Public Acts of 1956, being sections 500.1201 to
500.1244 of the Michigan Compiled Laws.

(2) An employee either of a health benefit corporation or an affiliate of a health benefit corporation who is
licensed as an insurance agent under chapter 12 of the insurance code of 1956, Act No. 218 of the Public Acts
of 1956, shall not transact insurance during his or her employment with the health benefit corporation or the
affiliate.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1010 Health benefit agent as fiduciary; evidence of violation of fiduciary responsibility;
use of reasonable accounting methods; records required; examination of records;
prohibited conduct.

Sec. 10. (1) A health benefit agent shall be a fiduciary for all money received or held by him or her in his
or her capacity as an agent. Failure by an agent in a timely manner to turn over the money which he or she
holds in a fiduciary capacity to the persons to whom they are owed is prima facie evidence of violation of the
agent's fiduciary responsibility.

(2) An agent shall use reasonable accounting methods to record funds received in his or her fiduciary
capacity including the receipt and distribution of al premiums due each of his or her health benefit
corporations. An agent shall record return premiums received by or credited to him or her which are due a
subscriber on certificates reduced or canceled or which are due a prospective purchaser of health benefits as a
result of arejected or declined application. Records required by this section shall be open to examination by
the commissioner.

(3) An agent shall not reward or remunerate any person for procuring or inducing business in this state,
furnishing leads or prospects, or acting in any other manner as an agent.

(4) A person may not sell or attempt to sell health benefits by means of intimidation or threats, whether
express or implied. Except as otherwise provided by law, a person may not induce the purchase of health
benefits through a particular agent or from a particular health benefit corporation by means of a promise to
sell goods, to lend money, to provide services, or by athreat to refuse to sell goods, to refuse to lend money,
or to refuse to provide services.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1012 Notice of termination of agent's authority; liability; duration of agent's
responsibility; cancellation or refusal to renew certificate of subscriber; certain referrals or
communications prohibited; records, names of subscribers, and expiration dates of
certificates and contracts as property of agent; copies of written communications between
health benefit corporations and subscribers; grounds for cancellation of agent's contract

or termination of agent's authority; authorizing licensed accident and health insurance
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agent to sell health benefits.

Sec. 12. (1) A health benefit corporation shall give to the commissioner and the agent immediate written
notice of the termination of an agent's authority to represent the health benefit corporation. The notice shall
include the full disclosure, with supporting evidence, of acts or omissions by the agent which reasonably may
be construed to be a violation of this act, or of any other statute, and acts or omissions which may reflect on
the agent's qualifications as an agent or which may adversely affect the public interest. There shall not be
liability on the part of, and a cause of action of any nature shall not arise against, the commissioner, a health
benefit corporation, or an authorized representative of either for any statement made or evidence provided
pursuant to this section.

(2) When an agent's authority to represent a health benefit corporation is terminated, the responsibility of
an agent shall continue until the existing certificates of health benefits are canceled, replaced, or have expired.
During the period following notice of termination, the agent shall continue to represent the health benefit
corporation in servicing existing certificates, but the agent shall not bind a new risk, renew a certificate, nor
increase the obligation of the health benefit corporation under the certificate without the approval of the
health benefit corporation. A health benefit corporation shall not cancel or refuse to renew the certificate of a
subscriber because of the termination of an agent's contract.

(3) A hedlth benefit corporation's records and knowledge of names of subscribers and the expiration dates
of certificates and contracts of subscribers who have purchased health benefits from an agent of the health
benefit corporation shall not be referred nor communicated by the health benefit corporation to any other
agent or person nor used by the health benefit corporation for the purpose of solicitation, unless the agent's
authorization has been terminated pursuant to subsection (6)(a), (b), or ().

(4) If the authorization of an agent authorized to sell health benefits on behalf of a health benefit
corporation is terminated, the agent's records, use, and control of the names of subscribers and the expiration
dates of certificates and contracts of subscribers who have purchased health benefits from the agent shall
remain the property of the agent and be left to his or her undisputed possession, unless the agent's authority is
terminated pursuant to subsection (6)(a), (b), or (c).

(5) A copy of any written communication between a health benefit corporation and a subscriber shall be
sent to the health benefit agent who sold the health benefits to the subscriber unless either of the following
apply:

(a) The information is confidential under section 604 of the nonprofit health care corporation reform act,
Act No. 350 of the Public Acts of 1980, being section 550.1604 of the Michigan Compiled Laws.

(b) The health benefit corporation and the health benefit agent otherwise agree.

(6) A health care corporation regulated under the nonprofit health care corporation reform act, Act No. 350
of the Public Acts of 1980, being sections 550.1101 to 550.1754 of the Michigan Compiled Laws shall not
cancel an agent's contract or otherwise terminate an agent's authority to represent the health benefit
corporation, except for 1 or more of the following reasons:

(a) Malfeasance.

(b) Breach of fiduciary duty or trust.

(c) A violation of this act.

(d) Failure to perform as provided by the contract between the parties.

(7) Upon receipt of a request by any person licensed as an accident and health insurance agent under
chapter 12 of the insurance code of 1956, Act No. 218 of the Public Acts of 1956, a health care corporation
regulated under the nonprofit health care corporation reform act, Act No. 350 of the Public Acts of 1980, shall
authorize in writing that licensed accident and health insurance agent to sell health benefits on behalf of the
health care corporation.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the

commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financia and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1014 Suspension, revocation, refusal to grant, or refusal to renew accident and health
insurance license; grounds; notice; hearing; summary suspension; subpoenas.

Sec. 14. (1) The commissioner, after notice and opportunity for a hearing, may suspend or revoke the
accident and health insurance license of an agent who violates any provision of this act.

(2) After notice and opportunity for a hearing, the commissioner may refuse to grant or renew an accident
and health insurance license to act as an agent if he or she determines by a preponderance of the evidence, that
it is probable that the business or primary occupation of the applicant will give rise to coercion, indirect
rebating of commissions, or other practicesin the sale of health benefits which are prohibited by law.

Rendered Friday, January 22, 2010 Page 47 Michigan Compiled Laws Complete Through PA 242 of 2009
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



(3) Without prior hearing, the commissioner may order summary suspension of an accident and health
insurance license if he or she finds that protection of the public requires emergency action and incorporates
this finding in his or her order. The suspension shall be effective on the date specified in the order or upon
service of a certified copy of the order on the licensee, whichever islater. If requested, the commissioner shall
conduct a hearing on the suspension within a reasonable time but not later than 20 days after the effective date
of the summary suspension unless the person whose license is suspended requests a later date. At the hearing,
the commissioner shall determine if the suspension should be continued or if the suspension should be
withdrawn, and, if proper notice is given, may determine if the license should be revoked. The commissioner
shall announce his or her decision within 30 days after conclusion of the hearing. The suspension shall
continue until the decision is announced.

(4) The commissioner, or his or her designated deputy, may issue subpoenas with the approval of a circuit
court judge of the circuit court of Ingham county to require the attendance and testimony of witnesses and the
production of documents necessary to the conduct of the hearing and may designate an employee of the
insurance bureau to make service thereof. The subpoenas issued by the commissioner, or his or her designated
deputy, may be enforced upon application by them to the circuit court of Ingham county by proceedings in
contempt thereof, as provided by law.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1016 Violation of act; orders; penalties for violation of cease and desist order;
injunction.

Sec. 16. (1) If the commissioner finds that a person has violated this act, after an opportunity for a hearing
pursuant to the administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969, being sections
24.201 to 24.328 of the Michigan Compiled Laws, the commissioner shall reduce the findings and decision to
writing and shall issue and cause to be served upon the person charged with the violation a copy of the
findings and an order requiring the person to cease and desist from the violation. In addition, the
commissioner may order any of the following:

(8) Payment of a civil fine of not more than $300.00 for each violation. However, if the person knew or
reasonably should have known that he or she was in violation of this act, the commissioner may order the
payment of acivil fine of not more than $1,500.00 for each violation. However, an order of the commissioner
under this subsection shall not require the payment of civil fines exceeding $10,000.00. A fine collected under
this subdivision shall be turned over to the state treasurer and credited to the general fund of the state.

(b) A refund of any overcharges.

(c) That restitution be made to the subscriber or other claimant to cover incurred losses, damages, or other
harm attributable to the acts of the person which are found to be in violation of this act.

(d) The suspension or revocation of the person's license or certificate of authority.

(2) The commissioner may by order, after notice and opportunity for hearing, reopen and alter, modify, or
set aside, in whole or in part, an order issued under this section, if in the opinion of the commissioner
conditions of fact or of law have changed to require that action, or if the public interest requires that action.

(3) If aperson knowingly violates a cease and desist order under this act and has been given notice and an
opportunity for a hearing held pursuant to the administrative procedures act of 1969, Act No. 306 of the
Public Acts of 1969, the commissioner may order a civil fine of not more than $10,000.00 for each violation,
or a suspension or revocation of the person's license or certificate of authority, or both. However, an order
issued by the commissioner pursuant to this subsection shall not require the payment of civil fines exceeding
$50,000.00. A fine collected under this subsection shall be turned over to the state treasurer and credited to
the genera fund of the state.

(4) The commissioner may apply to the circuit court of Ingham county for an order of the court enjoining a
violation of this act.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1018 Construction of act.

Sec. 18. This act shall not be construed as authorizing a health benefit corporation or affiliate of a health
benefit corporation to market or transact, as defined in sections 402a and 402b of the insurance code of 1956,
Act No. 218 of the Public Acts of 1956, being sections 500.402a and 500.402b of the Michigan Compiled
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Laws, any type of insurance described in chapter 6 of the insurance code of 1956, Act No. 218 of the Public
Acts of 1956, being sections 500.600 to 500.644 of the Michigan Compiled Laws.
History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the
commissioner of insurance to the commissioner of the office of financial and insurance services and the office of financial and insurance
services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

550.1020 Conditional effective date.

Sec. 20. This act shall not take effect unless House Bill No. 5527 of the 83rd Legidature is enacted into
law.

History: 1986, Act 252, Eff. Mar. 31, 1987.

Compiler's note: House Bill No. 5527, referred to in MCL 550.1020, was filed with the Secretary of State December 5, 1986, and
became P.A. 1986, No. 253, Eff. Mar. 31, 1987.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financia and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.
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THE NONPROFIT HEALTH CARE CORPORATION REFORM ACT
Act 350 of 1980

AN ACT to provide for the incorporation of nonprofit health care corporations; to provide their rights,
powers, and immunities; to prescribe the powers and duties of certain state officers relative to the exercise of
those rights, powers, and immunities; to prescribe certain conditions for the transaction of business by those
corporations in this state; to define the relationship of health care providers to nonprofit heath care
corporations and to specify their rights, powers, and immunities with respect thereto; to provide for a
Michigan caring program; to provide for the regulation and supervision of nonprofit health care corporations
by the commissioner of insurance; to prescribe powers and duties of certain other state officers with respect to
the regulation and supervision of nonprofit health care corporations; to provide for the imposition of a
regulatory fee; to regulate the merger or consolidation of certain corporations; to prescribe an expeditious and
effective procedure for the maintenance and conduct of certain administrative appeals relative to provider
class plans; to provide for certain administrative hearings relative to rates for health care benefits; to provide
for certain causes of action; to prescribe penalties and to provide civil fines for violations of this act; and to
repeal certain acts and parts of acts.

History: 1980, Act 350, Eff. Apr. 3, 1981;,00 Am. 1991, Act 60, Imd. Eff. June 27, 1991;00 Am. 1994, Act 169, Imd. Eff. June 17,
1994.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

Popular name: Blue Cross-Blue Shield
Popular name: Act 350

The People of the Sate of Michigan enact:

PART 1

550.1101 Short title.
Sec. 101. This act shall be known and may be cited as “the nonprofit health care corporation reform act”.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Constitutionality: Procedural fairness is required by the due process clause before governmental action drastically alters essential
terms of the contract between nonprofit group health care plans and hospitals and nursing homes providing health care services, however,
the guarantee of procedural due process does not necessarily reguire an adversary proceeding. Convalescent Center v Blue Cross, 414
Mich 247; 324 NW2d 851 (1982).

Administrative hearings under the Administrative Procedures Act, however informal, comport with the procedural fairness required
by due process in the absence of an explicit statutory requirement that a contested evidentiary hearing be held. Convalescent Center v
Blue Cross, 414 Mich 247; 324 NW2d 851 (1982).

Thisact is unconstitutional in the following three particulars:

(1) The act's provision for an actuary panel to resolve risk factor disputes is an unconstitutional delegation of legislative authority in
that it lacks adequate standards (MCL 550.1205(6)).

(2) The statutory restrictions on administrative services only (ASO) contracts violate equal protection of the laws insofar as they
result in arbitrary and discriminatory treatment of health care corporations vis-a-vis commercial insurers (MCL 550.1104(3), 550.1211,
550.141443, 550.1415, and 550.1607(1)).

(3) The commissioner's authority to issue a cease and desist order based on probable cause against a health care corporation for
noncompliance with the act establishes an improper burden of proof (MCL 550.1402(7)).

The Supreme Court ruling on these three areas of this act does not affect the constitutionality of the remainder of the act. Where, as
here, the unconstitutional provisions are easily severable, the remainder of the act need not be affected. Blue Cross and Blue Shield of
Michigan v Governor, 422 Mich 1; 367 NW2d 1 (1985).

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1102 Legislative intent and policy.
Sec. 102. (1) It is the purpose of and intent of this act, and the policy of the legislature, to promote an
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appropriate distribution of health care services for al residents of this state, to promote the progress of the
science and art of health care in this state, and to assure for nongroup and group subscribers, reasonable
access to, and reasonable cost and quality of, health care services, in recognition that the health care financing
system is an essential part of the general health, safety, and welfare of the people of this state. Each
corporation subject to this act is declared to be a charitable and benevolent ingtitution and its funds and
property shall be exempt from taxation by this state or any political subdivision of this state.

(2) It is the intention of the legislature that this act shall be construed to provide for the regulation and
supervision of nonprofit health care corporations by the commissioner of insurance so as to secure for all of
the people of this state who apply for a certificate, the opportunity for access to health care services at a fair
and reasonable price.

(3) It isthe public policy of this state that, in the interest of facilitating access to health care services at a
fair and reasonable price, an aternate, expeditious, and effective procedure for the resolution of issues and the
maintenance of administrative appeals relative to provider class plans be established and utilized, and to that
end, the provisions of this act regarding administrative review of those provider class plans shall be construed
S0 as to minimize uncertainty and delays.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1103 Meanings of words and phrases.

Sec. 103. For the purposes of this act, the words and phrases defined in sections 104 to 108 shall have the
meanings ascribed to them in those sections.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1104 Definitions; A to C.

Sec. 104. (1) “Administrative procedures act” means the administrative procedures act of 1969, Act No.
306 of the Public Acts of 1969, as amended, being sections 24.201 to 24.328 of the Michigan Compiled Laws,
Or a successor act.

(2) “Bargaining representative” means a representative designated or selected by a mgjority of employees
for the purposes of collective bargaining in respect to rates of pay, wages, hours of employment, or other
conditions of employment relative to the employees represented.

(3) “Certificate” means a contract between a health care corporation and a subscriber or a group of
subscribers under which health care benefits are provided to members. A certificate includes any approved
riders amending the contract.

(4) “Caollective bargaining agreement” means an agreement entered into between the employer and the
bargaining representative of its employees, and includes those agreements entered into on behalf of groups of
employers with the bargaining representative of their employees pursuant to the national labor relations act,
chapter 372, 49 Stat. 449, 29 U.S.C. 151 to 158 and 159 to 169, under Act No. 176 of the Public Acts of 1939,
as amended, being sections 423.1 to 423.30 of the Michigan Compiled Laws, or under Act No. 336 of the
Public Acts of 1947, as amended, being sections 423.201 to 423.216 of the Michigan Compiled Laws.

(5) “Commissioner” means the commissioner of insurance. Commissioner includes an authorized designee
of the commissioner, if written notice of the delegation of authority has been given as provided in section 601.

(6) “Contingency reserve’” means the sum of all assets minus the sum of all liabilities of a health care
corporation, as shown in the annual financial statement filed under section 602.

History: 1980, Act 350, Eff. Apr. 3, 1981;0 Am. 1993, Act 127, Imd. Eff. July 21, 1993.

Constitutionality: Thisact is unconstitutional in the following three particulars:

(1) The act's provision for an actuary panel to resolve risk factor disputes is an unconstitutional delegation of legislative authority in
that it lacks adequate standards (MCL 550.1205(6)).

(2) The statutory restrictions on administrative services only (ASO) contracts violate equal protection of the laws insofar as they
result in arbitrary and discriminatory treatment of health care corporations vis-a-vis commercial insurers (MCL 550.1104(3), 550.1211,
550.141443, 550.1415, and 550.1607(1)).

(3) The commissioner's authority to issue a cease and desist order based on probable cause against a health care corporation for
noncompliance with the act establishes an improper burden of proof (MCL 550.1402(7)).

The Supreme Court ruling on these three areas of this act does not affect the constitutionality of the remainder of the act. Where, as
here, the uncongtitutional provisions are easily severable, the remainder of the act need not be affected. Blue Cross and Blue Shield of
Michigan v Governar, 422 Mich 1; 367 Nw2d 1 (1985).

Popular name: Blue Cross-Blue Shield
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Popular name: Act 350

550.1105 Definitions; H.

Sec. 105. (1) “Health care benefit” means the right under a certificate to have payment made by a health
care corporation for a specified health care service, regardless of whether or not the payment is made pursuant
to an administrative services only or cost-plus arrangement.

(2) “Headlth care corporation” means a nonprofit hospital service corporation, medical care corporation, or
a consolidated hospital service and medical care corporation incorporated or reincorporated under this act, or
incorporated or consolidated under former Act No. 108 or 109 of the Public Acts of 1939.

(3) “Hedlth care facility” means a facility or agency as defined in section 22104 of Act No. 368 of the
Public Acts of 1978, being section 333.22104 of the Michigan Compiled Laws, and includes a home health
agency, or other facility with the approval of the commissioner.

(4) “Hedlth care provider” or “provider”, except as provided in section 301(8)(a), means a health care
facility; a person licensed, certified, or registered under parts 161 to 182 of Act No. 368 of the Public Acts of
1978, as amended, being sections 333.16101 to 333.18237 of the Michigan Compiled Laws; any other person
or facility, with the approval of the commissioner, who or which meets the standards set by the health care
corporation for all contracting providers; and, for purposes of section 414a, any person or facility who or
which provides intermediate or outpatient care for substance abuse, as defined in section 414a.

(5) “Headlth care services’ means services provided, ordered, or prescribed by a health care provider,
including health and rehabilitative services and medical supplies, medical and rehabilitative services and
medical supplies, medical prosthetics and devices, and medical services ancillary or incidenta to the
provision of those services.

History: 1980, Act 350, Eff. Apr. 3, 1981;00 Am. 1980, Act 430, Eff. Apr. 3, 1981.
Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1106 Definitions; L to O.

Sec. 106. (1) “Large subscriber group” means a group of 10,000 or more subscribers.

(2) “Medium subscriber group” means a group of 150 or more subscribers, but less than 10,000
subscribers.

(3) “Member”, except as used in parts 2 and 3, means a subscriber, a dependent of a subscriber, or any
other individual entitled to receive health care benefits under a nongroup or group certificate.

(4) “Nongroup subscriber” means an individual subscriber who is not enrolled as a subscriber through any
subscriber group.

(5) “Objectives’ means an expected achievement level by a health care corporation of the goals provided
in section 504, for a provider class. Insofar as is reasonably practicable, objectives shall be capable of
guantitative measurement.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1107 Definitions; P.

Sec. 107. (1) “Participating provider” means a provider that has entered into a participating contract with a
health care corporation and that meets the standards set by the corporation for that class of providers.

(2) “Participating contract” means an agreement, contract, or other arrangement under which a provider
agrees to accept the payment of the health care corporation as payment in full for health care services or parts
of health care services covered under a certificate, as provided for in section 502(1).

(3) “Person” means an individual, corporation, partnership, organization, or association.

(4) “Persona data’ means a document incorporating medical or surgical history, care, treatment, or
service; or any similar record, including an automated or computer accessible record, relative to a member,
which ismaintained or stored by a health care corporation.

(5) “Proposed rate” means any of the following:

(a) A proposed increase or decrease in the rates to be charged to nongroup subscribers.

(b) For group subscribers, any proposed changes in the methodology or definitions of any rating system,
formula, component, or factor subject to prior approval by the commissioner.

(c) A proposed increase or decrease in deductible amounts or coinsurance percentages.

(d) A proposed extension of benefits, additional benefits, or areduction or limitation in benefits.

(e) A review pursuant to section 608(2).
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(6) “Provider class’ means classes of providers, as defined in section 105(4), that have a provider contract
or a reimbursement arrangement with a health care corporation to render health care services to subscribers,
as those classes are established by the corporation.

(7) “Provider class plan” or “plan” means a document containing a reimbursement arrangement and
objectives for a provider class, and, in the case of those providers with which a health care corporation
contracts, provisions that are included in that contract.

(8) “Provider contract” or “contract” means an agreement between a provider and a health care corporation
that contains provisions to implement the provider class plan.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1108 Definitions; R, S.

Sec. 108. (1) “Reimbursement arrangement” means policies, practices, and methods by which a health care
corporation makes payments to a provider to implement the provider class plan.

(2) “Small subscriber group” means a group of less than 150 subscribers.

(3) “Subscriber” means an individual who contracts for health care benefits, either individually or through
a group, with a health care corporation. Subscriber includes an individual whose contract contains an
administrative services only or cost-plus arrangement authorized under section 207(1)(g).

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

PART 2

550.1201 Health care corporation; incorporation; number of persons; payment of cash or
other material benefit to subscriber; applicable laws; charitable and benevolent institution;
exemption from taxation; certificate of authority; health care benefits and certificates.

Sec. 201. (1) A health care corporation shall not be incorporated in this state except under this act.

(2) Not less than 7 persons, all of whom shall be residents of this state, may form a health care corporation
under this act for the purpose of providing 1 or more health care benefits at the expense of the corporation to
persons or groups of persons who become subscribers to the plan, under certificates which will entitle each
subscriber to certain heath care services by providers with which the corporation has contracted for that
purpose.

(3) A certificate shall not provide for the payment of cash or any other material benefit to a subscriber or
the estate of a subscriber on account of death, illness, or injury except where payment is made to a subscriber
for health care services by a provider who has not entered into a participating contract with the corporation or
to reimburse a subscriber who has made, or is obligated to make, payment directly to a provider.

(4) A hedth care corporation shall not be subject to the laws of this state with respect to insurance
corporations, except as provided in this act. A health care corporation shall not be subject to the laws of this
state with respect to corporations generaly.

(5) A health care corporation subject to this act is declared to be a charitable and benevolent institution,
and its funds and property shall be exempt from taxation by this state or any political subdivision of this state.

(6) A person shall not act as a health care corporation or issue a certificate except as authorized by and
pursuant to a certificate of authority granted to the person by the commissioner pursuant to this act.

(7) A health care corporation shall provide only the kinds of health care benefits and certificates authorized
by this act. A hedth care corporation shall not make or issue a certificate relative to health care benefits
except as approved or otherwise authorized under this act.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1202 Articles of incorporation; contents; number; forms; examination and certification

by attorney general; fees.

Sec. 202. (1) Persons associating to form a health care corporation under this act shall subscribe to articles
of incorporation that shall contain all of the following:

(a) The names and addresses of the incorporators.

(b) The location of the principal office of the corporation for the transaction of businessin this state.
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(c) The name by which the corporation shall be known and all assumed names under which the corporation
does business. The corporate name shall not include the words insurance, casualty, surety, health and
accident, mutual, or other words descriptive of the insurance or surety business, and shall not be so similar to
the name of an insurance or surety company doing business in this or other states at the time of incorporation
S0 as to tend, in the judgment of the commissioner, to create confusion in identity with that insurance or
Surety company.

(d) The purposes of the corporation, which shall be:

(i) To provide health care benefits.

(if) To secure for al of the people of this state who apply for a certificate the opportunity for access to
coverage for health care services at afair and reasonable price.

(iii) To assure for nongroup and group subscribers reasonable access to, and reasonable cost and quality of,
health care services.

(iv) To achieve the goals of the corporation relative to access, quality, and cost of health care services, as
prescribed in section 504.

(v) To offer supplemental coverage to all medicare enrollees as provided in part 4A.

(vi) If under contract to serve as fiscal intermediary for the federal medicare program, to do all of the
following:

(A) Carry out its contractual responsihilities efficiently, including the timely processing and payment of
claims.

(B) Actively represent, in negotiations with the federal government and with providers of medical,
hospital, and other health services for which benefits are provided under the federal medicare program, the
interests of senior citizens as they relate to cost and quality of, and access to, health care services and
administration of the program.

(vii) To engage in activity otherwise authorized by this act, within the purposes for which corporations
may be organized under this act.

(e) Theterm of existence of the corporation, which may be in perpetuity.

(f) Thetime for the holding of the annual meeting of the corporation.

(g) Other terms and conditions not inconsistent with this act, necessary for the conduct of the affairs of the
corporation.

(2) The articles shall be in triplicate and upon proper forms as prescribed by the commissioner.

(3) Before the articles or amendments to the articles are effective for any purpose, they shall be submitted
to the attorney general for examination. If the attorney general finds the articles or amendments to the articles
to be in compliance with this act, the attorney general shall certify this finding to the commissioner. The
articles or amendments shall be effective at the time certified by the attorney general.

(4) Each health care corporation shall pay a fee of $250.00 to the attorney general for the examination of
its articles of incorporation, or $100.00 for the examination of amendments to the articles of incorporation.
Each health care corporation shall pay afiling fee of $100.00 to the commissioner for filing its articles of
incorporation or $50.00 for the filing of amendments to the articles of incorporation. The fees prescribed in
this subsection shall be deposited in the state treasury and credited to the general fund of the state.

History: 1980, Act 350, Eff. Apr. 3, 1981;00 Am. 1988, Act 102, Imd. Eff. Apr. 11, 1988;00 Am. 1994, Act 40, Imd. Eff. Mar. 14,
1994.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1203 Amendment or restatement of articles; review; approval.

Sec. 203. By action of its board of directors, a health care corporation may integrate into a single
instrument the provisions of its articles of incorporation which are then in effect and operative, as theretofore
amended. If the restated articles restate and integrate and also further amend the articles, they shall also be
adopted by the board of directors. Any amendment or restatement of the articles shall be subject to review,
approval, or both, as provided in section 202(3) or 701, as applicable.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1204 Filing of statements and documents; examination; investigation; additional
information; conditions; duties of commissioner.
Sec. 204. (1) Before entering into contracts or securing applications of subscribers, the persons
incorporating a health care corporation shall file all of the following in the office of the commissioner:
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(a) Three copies of the articles of incorporation, with the certificate of the attorney general required under
section 202(3) attached.

(b) A statement showing in full detail the plan upon which the corporation proposes to transact business.

(c) A copy of al certificates to be issued to subscribers.

(d) A copy of the financia statements of the corporation.

(e) Proposed advertising to be used in the solicitation of certificates for subscribers.

(f) A copy of the bylaws.

(9) A copy of all proposed contracts and reimbursement methods.

(2) The commissioner shall examine the statements and documents filed under subsection (1), may conduct
any investigation that he or she considers necessary, may request additional oral and written information from
the incorporators, and may examine under oath any persons interested in or connected with the proposed
health care corporation. The commissioner shall ascertain whether all of the following conditions are met:

(8) The solicitation of certificates will not work a fraud upon the persons solicited by the corporation.

(b) The rates to be charged and the benefits to be provided are adequate, equitable, and not excessive, as
defined in section 609.

(c) The amount of money actually available for working capital is sufficient to carry all acquisition costs
and operating expenses for a reasonabl e period of time from the date of issuance of the certificate of authority,
and is not less than $500,000.00 or a greater amount, if the commissioner considers it necessary.

(d) The amounts contributed as the working capital of the corporation are payable only out of amountsin
excess of minimum required reserves of the corporation.

(e) Adequate and unimpaired surplus is provided, as determined under section 204a.

(3) If the commissioner finds that the conditions prescribed in subsection (2) are met, the commissioner
shall do al of the following:

(a) Return to the incorporators 1 copy of the articles of incorporation, certified for filing with the director
of the department of consumer and industry services or of any other agency or department authorized by law
to administer the business corporation act, 1972 PA 284, MCL 450.1101 to 450.2098, or his or her designated
representative, and 1 copy of the articles of incorporation certified for the records of the corporation itself.

(b) Retain 1 copy of the articles of incorporation for the commissioner's office files.

(c) Deliver to the corporation a certificate of authority to commence business and to issue certificates that
have been approved by the commissioner, or that are exempted from prior approval pursuant to section 607(2)
or (8), entitling subscribers to certain health care benefits.

History: 1980, Act 350, Eff. Apr. 3, 1981;00 Am. 2003, Act 59, Eff. July 23, 2003.
Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1204a Unimpaired surplus.

Sec. 204a. (1) A health care corporation shall possess and maintain unimpaired surplus in an amount
determined adequate by the commissioner to comply with section 403 of the insurance code of 1956, 1956 PA
218, MCL 500.403. The commissioner shall follow the risk-based capital requirements as developed by the
national association of insurance commissioners in order to determine whether a health care corporation isin
adequate compliance with section 403 of the insurance code of 1956, 1956 PA 218, MCL 500.403.

(2) If ahealth care corporation files a risk-based capital report that indicates that its surplus is less than the
amount determined adequate by the commissioner under subsection (1), the health care corporation shall
prepare and submit a plan for remedying the deficiency in accordance with risk-based capital requirements
adopted by the commissioner. Among the remedies that a health care corporation may employ are planwide
viability contributions to surplus by subscribers.

(3) If contributions for planwide viability under subsection (2) are employed, those contributions shall be
made in accordance with the following:

(a) If the health care corporation's surplus is less than 200% but more than 150% of the authorized control
level under risk-based capital requirements, the maximum contribution rate shall be 0.5% of the rate charged
to subscribers for the benefits provided.

(b) If the health care corporation's surplus is 150% or less than the authorized control level under
risk-based capital requirements, the maximum contribution rate shall be 1% of the rate charged to subscribers
for the benefits provided.

(c) The actua contribution rate charged is subject to the commissioner's approval.

(4) As used in subsection (3), “authorized control level” means the number determined under the
risk-based capital formula in accordance with the instructions developed by the national association of
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insurance commissioners and adopted by the commissioner.

(5) Subject to this subsection, a health care corporation shall not maintain surplus in an amount that equals
or is greater than 200% of the authorized control level under risk-based capital requirements multiplied by 5.
If a health care corporation files a risk-based capital report that indicates that its surplus is more than the
allowable maximum surplus permitted under this subsection for 2 successive calendar years, the health care
corporation shall file a plan for approval by the commissioner to adjust its surplus to a level below the
allowable maximum surplus. If the commissioner disapproves the health care corporation's plan, the
commissioner shall formulate an aternate plan and forward the alternate plan to the health care corporation.
The health care corporation shall begin implementation of the plan immediately upon receipt of approval of
its plan by the commissioner or upon receipt of the commissioner's aternate plan.

History: Add. 2003, Act 59, Eff. July 23, 2003.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1205 Repealed. 2003, Act 59, Eff. July 23, 2003.
Compiler'snote: The repealed section pertained to accounting and filing practices of health care corporation.
Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1205a Actuarial practices and accounting principles; financial report.

Sec. 205a. A health care corporation shall report financia information in conformity with sound actuarial
practices and statutory accounting principles in the same manner as designated by the commissioner for other
carriers pursuant to section 438(2) of the insurance code of 1956, 1956 PA 218, MCL 500.438. Approved
permitted practices for the sole purpose of effectuating the transfer to statutory accounting principles under
this section may be used by a health care corporation until January 1, 2007.

History: Add. 2003, Act 59, Eff. July 23, 2003.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1206 Funds, property, and business of health care corporation; investments; insurance;
prepaid health care benefits.

Sec. 206. (1) The funds and property of a health care corporation shall be acquired, held, and disposed of
only for the lawful purposes of the corporation and for the benefit of the subscribers of the corporation as a
whole. A hedlth care corporation shall only transact business, receive, collect, and disburse money, and
acquire, hold, protect, and convey property, that is properly within the scope of the purposes of the
corporation as specifically set forth in section 202(1)(d), for the benefit of the subscribers of the corporation
as awhole, and consistent with this act.

(2) The funds of a health care corporation shall be invested only in securities permitted by the laws of this
state for the investments of assets of life insurance companies, as described in chapter 9 of the insurance code
of 1956, 1956 PA 218, MCL 500.901 to 500.947.

(3) Without regard to the limitation in subsection (2), up to 2% of the assets of the health care corporation
may be invested in venture-type investments. For purposes of calculating adequate and unimpaired surplus
under section 204a, a venture-type investment shall be carried on the books of a health care corporation at the
original acquisition cost, and losses may only be realized as an offset against gains from venture-type
investments. All venture-type investments under this subsection shall provide employment or capital
investment primarily within this state. Each investment under this subsection is subject to prior approva by
the board of directors. As used in this subsection, “venture-type investments’ include:

(8 Common stock, preferred stock, limited partnerships, or similar equity interests acquired from the
issuer subject to a provision barring resale without consent of the issuer for 5 years from the date of
acquisition by the corporation.

(b) Unsecured debt instruments that are either convertible into equity or have equity acquisition rights.
These debt instruments shall be subordinated by their terms to all borrowings of the issuer from other
institutional lenders and shall have no part amortized during the first 5 years.

(4) A hedlth care corporation shall not market or transact, as defined in sections 402a and 402b of the
insurance code of 1956, 1956 PA 218, MCL 500.402a and 500.402b, any type of insurance described in
chapter 6 of the insurance code of 1956, 1956 PA 218, MCL 500.600 to 500.644. This subsection shall not be
construed to prohibit the provision of prepaid health care benefits.

Rendered Friday, January 22, 2010 Page 56 Michigan Compiled Laws Complete Through PA 242 of 2009
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



History: 1980, Act 350, Eff. Apr. 3, 1981;00 Am. 2003, Act 59, Eff. July 23, 2003.
Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1207 Powers of health care corporation; interests of senior citizens; validity of corporate
acts.

Sec. 207. (1) A health care corporation, subject to any limitation provided in this act, in any other statute of
this state, or in its articles of incorporation, may do any or all of the following:

(8 Contract to provide computer services and other administrative consulting services to 1 or more
providers or groups of providers, if the services are primarily designed to result in cost savings to subscribers.

(b) Engage in experimental health care projects to explore more efficient and economical means of
implementing the corporation's programs, or the corporation's goals as prescribed in section 504 and the
purposes of this act, to develop incentives to promote alternative methods and alternative providers, including
nurse midwives, nurse anesthetists, and nurse practitioners, for delivering health care, including preventive
care and home health care.

(c) For the purpose of providing health care services to employees of this state, the United States, or an
agency, instrumentality, or political subdivision of this state or the United States, or for the purpose of
providing all or part of the costs of health care services to disabled, aged, or needy persons, contract with this
state, the United States, or an agency, instrumentality, or political subdivision of this state or the United
States.

(d) For the purpose of administering any publicly supported health benefit plan, accept and administer
funds, directly or indirectly, made available by a contract authorized under subdivision (c), or made available
by or received from any private entity.

(e) For the purpose of administering any publicly supported health benefit plan, subcontract with any
organization that has contracted with this state, the United States, or an agency, instrumentality, or political
subdivision of this state or the United States, for the administration or furnishing of health services or any
publicly supported health benefit plan.

(f) Provide administrative services only and cost-plus arrangements for the federal medicare program
established by parts A and B of title XVIII of the social security act, chapter 531, 49 Stat. 620, 42 U.S.C.
1395¢ to 1395i, 1395i-2 to 1395i-5, 1395 to 1395t, 1395u to 1395w, and 1395w-2 to 1395w-4; for the federal
medicaid program established under title X1X of the social security act, chapter 531, 49 Stat. 620, 42 U.S.C.
1396 to 1396r-6, and 1396r-8 to 1396v; for title V of the social security act, chapter 531, 49 Stat. 620, 42
U.S.C. 701 to 704 and 705 to 710; for the program of medical and dental care established by the military
medical benefits amendments of 1966, Public Law 85-861, 80 Stat. 862; for the Detroit maternity and infant
care--preschool, school, and adolescent project; and for any other health benefit program established under
state or federal law.

(9) Provide administrative services only and cost-plus arrangements for any noninsured health benefit plan,
subject to the requirements of sections 211 and 211a.

(h) Establish, own, and operate a health maintenance organization, subject to the requirements of the
insurance code of 1956, 1956 PA 218, MCL 500.100 to 500.8302.

(i) Guarantee loans for the education of persons who are planning to enter or have entered a profession that
is licensed, certified, or registered under parts 161 to 182 of the public health code, 1978 PA 368, MCL
333.16101 to 333.18237, and has been identified by the commissioner, with the consultation of the office of
health and medical affairs in the department of management and budget, as a profession whose practitioners
arein insufficient supply in this state or specified areas of this state and who agree, as a condition of receiving
a guarantee of aloan, to work in this state, or an area of this state specified in a listing of shortage areas for
the profession issued by the commissioner, for a period of time determined by the commissioner.

(1)) Receive donations to assist or enable the corporation to carry out its purposes, as provided in this act.

(k) Bring an action against an officer or director of the corporation.

() Designate and maintain a registered office and a resident agent in that office upon whom service of
process may be made.

(m) Sue and be sued in al courts and participate in actions and proceedings, judicial, administrative,
arbitrative, or otherwise, in the same cases as natural persons.

(n) Have a corporate seal, ater the seal, and use it by causing the seal or a facsimile to be affixed,
impressed, or reproduced in any other manner.

(0) Subject to chapter 9 of the insurance code of 1956, 1956 PA 218, MCL 500.901 to 500.947, invest and
reinvest its funds and, for investment purposes only, purchase, take, receive, subscribe for, or otherwise
acquire, own, hold, vote, employ, sdll, lend, lease, exchange, transfer, or otherwise dispose of, mortgage,
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pledge, use, and otherwise deal in and with, bonds and other obligations, shares, or other securities or interests
issued by entities other than domestic, foreign, or alien insurers, as defined in sections 106 and 110 of the
insurance code of 1956, 1956 PA 218, MCL 500.106 and 500.110, whether engaged in a similar or different
business, or governmental or other activity, including banking corporations or trust companies. However, a
health care corporation may purchase, take, receive, subscribe for, or otherwise acquire, own, hold, vote,
employ, sell, lend, lease, exchange, transfer, or otherwise dispose of bonds or other obligations, shares, or
other securities or interests issued by a domestic, foreign, or alien insurer, so long as the activity meets all of
the following:

(i) Is determined by the attorney general to be lawful under section 202.

(it) I1s approved in writing by the commissioner as being in the best interests of the health care corporation
and its subscribers.

(iii) For an activity that occurred before the effective date of the amendatory act that added subparagraph (
iv), will not result in the health care corporation owning or controlling 10% or more of the voting securities of
the insurer or will not otherwise result in the health care corporation having control of the insurer, either
before or after the effective date of the amendatory act that added subparagraph (iv). As used in this
subparagraph and subparagraph (iv), “control” means that term as defined in section 115 of the insurance code
of 1956, 1956 PA 218, MCL 500.115.

(iv) Subject to section 218 and beginning on the effective date of the amendatory act that added this
subparagraph, will not result in the health care corporation owning or controlling part or al of the insurer
unless the transaction satisfies chapter 13 of the insurance code of 1956, 1956 PA 218, MCL 500.1301 to
500.1379, and the insurer being acquired is only authorized to sell disability insurance as defined under
section 606 of the insurance code of 1956, 1956 PA 218, MCL 500.606, or under a statute or regulation in the
insurer's domiciliary jurisdiction that is substantially similar to section 606 of the insurance code of 1956,
1956 PA 218, MCL 500.606.

(p) Purchase, receive, take by grant, gift, devise, bequest or otherwise, lease, or otherwise acquire, own,
hold, improve, employ, use and otherwise deal in and with, real or personal property, or an interest therein,
wherever situated.

(q) Sdl, convey, lease, exchange, transfer or otherwise dispose of, or mortgage or pledge, or create a
security interest in, any of its property, or an interest therein, wherever situated.

(r) Borrow money and issue its promissory note or bond for the repayment of the borrowed money with
interest.

(s) Make donations for the public welfare, including hospital, charitable, or educational contributions that
do not significantly affect rates charged to subscribers.

(t) Participate with others in any joint venture with respect to any transaction that the health care
corporation would have the power to conduct by itself.

(u) Cease its activities and dissolve, subject to the commissioner's authority under section 606(2).

(v) Make contracts, transact business, carry on its operations, have offices, and exercise the powers granted
by this act in any jurisdiction, to the extent necessary to carry out its purposes under this act.

(w) Have and exercise al powers necessary or convenient to effect any purpose for which the corporation
was formed.

(x) Notwithstanding subdivision (0) or any other provision of this act, establish, own, and operate a
domestic stock insurance company only for the purpose of acquiring, owning, and operating the state accident
fund pursuant to chapter 51 of the insurance code of 1956, 1956 PA 218, MCL 500.5100 to 500.5114, so long
asal of the following are met:

(i) For insurance products and services the insurer whether directly or indirectly only transacts worker's
compensation insurance and employer's liability insurance, transacts disability insurance limited to
replacement of loss of earnings, and acts as an administrative services organization for an approved
self-insured worker's compensation plan or a disability insurance plan limited to replacement of loss of
earnings and does not transact any other type of insurance notwithstanding the authorization in chapter 51 of
the insurance code of 1956, 1956 PA 218, MCL 500.5100 to 500.5114. This subparagraph does not preclude
the insurer from providing either directly or indirectly noninsurance products and services as otherwise
provided by law.

(i) The activity is determined by the attorney general to be lawful under section 202.

(iif) The health care corporation does not directly or indirectly subsidize the use of any provider or
subscriber information, loss data, contract, agreement, reimbursement mechanism or arrangement, computer
system, or health care provider discount to the insurer.

(iv) Members of the board of directors, employees, and officers of the health care corporation are not,
directly or indirectly, employed by the insurer unless the health care corporation is fairly and reasonably
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compensated for the services rendered to the insurer if those services were paid for by the hedth care
corporation.

(V) Health care corporation and subscriber funds are used only for the acquisition from the state of
Michigan of the assets and liahilities of the state accident fund.

(vi) Hedlth care corporation and subscriber funds are not used to operate or subsidize in any way the
insurer including the use of such funds to subsidize contracts for goods and services. This subparagraph does
not prohibit joint undertakings between the health care corporation and the insurer to take advantage of
economies of scale or arm's-length loans or other financia transactions between the health care corporation
and the insurer.

(2) In order to ascertain the interests of senior citizens regarding the provision of medicare supplemental
coverage, as described in section 202(1)(d)(v), and to ascertain the interests of senior citizens regarding the
administration of the federal medicare program when acting as fiscal intermediary in this state, as described in
section 202(1)(d)(vi), a health care corporation shall consult with the office of services to the aging and with
senior citizens organizationsin this state.

(3) An act of a hedlth care corporation, otherwise lawful, is not invalid because the corporation was
without capacity or power to do the act. However, the lack of capacity or power may be asserted:

(a) In an action by a director or amember of the corporate body against the corporation to enjoin the doing
of an act.

(b) Inan action by or in the right of the corporation to procure a judgment in its favor against an incumbent
or former officer or director of the corporation for loss or damage due to an unauthorized act of that officer or
director.

(c) In an action or special proceeding by the attorney general to enjoin the corporation from the transacting
of unauthorized business, to set aside an unauthorized transaction, or to obtain other equitable relief.

(4) A health care corporation shall not condition the sale or vary the terms or conditions of any product
sold by the corporation or by a subsidiary of the corporation by requiring the purchase of any other product
from the corporation or from a subsidiary of the corporation.

History: 1980, Act 350, Eff. Apr. 3, 1981;00 Am. 1989, Act 260, Imd. Eff. Dec. 26, 1989;00 Am. 1993, Act 127, Imd. Eff. July 21,

1993;00 Am. 1993, Act 201, Imd. Eff. Oct. 19, 1993;00 Am. 1999, Act 210, Imd. Eff. Dec. 21, 1999;0 Am. 2003, Act 59, Eff. July 23,
2003.

Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1208 Action by member; complaint.

Sec. 208. (1) An action may be brought in the right of a health care corporation to procure ajudgment in its
favor, by amember of the corporate body.

(2) In such an action, the complaint shall allege:

(a) That the plaintiff is a member of the corporate body at the time of bringing the action, and that he or
she was a member of the corporate body at the time of the transaction of which he or she complains.

(b) With particularity, the effort of the plaintiff to secure the initiation of the action by the board or the
reasons for not making the effort.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1209 Action by member; discontinuance, compromise, or settlement; notice; expense.

Sec. 209. An action authorized by section 208 shall not be discontinued, compromised, or settled without
approval by the court having jurisdiction of the action. If the court determines that the interest of the members
of the corporate body or of any component thereof will be substantially affected by the discontinuance,
compromise, or settlement, the court may direct that notice, by publication or otherwise, be given to the
members of the corporate body or any component thereof, whose interests it determines will be so affected. If
notice is so directed to be given, the court may determine which 1 or more of the parties to the action shall
bear the expense of giving the notice, in an amount which the court determines and finds reasonable under the
circumstances. The amount of this expense shall be awarded as specia costs of the action and shall be
recoverable in the same manner as statutory taxable costs.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350
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550.1210 Action by member; reasonable expenses; attorney's fees.

Sec. 210. (1) If an action brought in the right of the corporation is successful, in whole or in part, or if
anything is received by the plaintiff or a claimant as a result of a judgment, compromise, or settlement of an
action or claim, the court may award the plaintiff or claimant reasonable expenses, including reasonable
attorney's fees, and shall direct him or her to account to the corporation for the remainder of the proceeds so
received by him or her. This section does not apply to a judgment rendered for the benefit of an injured
corporate body member only and limited to a recovery of the loss or damage sustained by him or her.

(2) Inan action brought in the right of the corporation by a member of the corporate body, the court having
jurisdiction, upon final judgment and finding that the action was brought without reasonable cause, may
require the plaintiff to pay to the parties named as defendants the reasonable expenses, including fees of
attorneys, incurred by them in the defense of the action.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1211 Administrative services only and cost-plus arrangements; service contracts; fees;
administrative costs; marketing policy; notice; coverage, rights, and obligations under
collective bargaining agreement; liability of individual; report; “noninsured benefit plan”
defined.

Sec. 211. (1) Pursuant to section 207(1)(g), a health care corporation may enter into service contracts
containing an administrative services only or cost-plus arrangement. Except as otherwise provided in this
section, a corporation shall not enter into a service contract containing an administrative services only or
cost-plus arrangement for a noninsured benefit plan covering a group of less than 500 individuals, except that
a health care corporation may continue an administrative services only or cost-plus arrangement with a group
of less than 500, which arrangement is in existence in September of 1980. A corporation may enter into
contracts containing an administrative services only or cost-plus arrangement for a noninsured benefit plan
covering a group of less than 500 individuals if either the corporation makes arrangements for excess loss
coverage or the sponsor of the plan that covers the individuas is liable for the plan's liabilities and is a
sponsor of 1 or more plans covering a group of 500 or more individuals in the aggregate. The commissioner,
upon obtaining the advice of the corporations subject to this act, shall establish the standards for the manner
and amount of the excess loss coverage required by this subsection. It is the intent of the legidlature that the
excess loss coverage requirements be uniform as between corporations subject to this act and other persons
authorized to provide similar services. The corporation shall offer in connection with a noninsured benefit
plan a program of specific or aggregate excess |0ss coverage.

(2) Relative to actual administrative costs, fees for administrative services only and cost-plus arrangements
shall be set in a manner that precludes cost transfers between subscribers subject to either of these
arrangements and other subscribers of the health care corporation. Administrative costs for these
arrangements shall be determined in accordance with the administrative costs allocation methodology and
definitions filed and approved under part 6, and shall be expressed clearly and accurately in the contracts
establishing the arrangements, as a percentage of costs rather than charges. This subsection shall not be
construed to prohibit the inclusion, in fees charged, of contributions to adequate and unimpaired surplus as
provided in section 204a.

(3) Before a health care corporation may enter into contracts containing administrative services only or
cost-plus arrangements pursuant to section 207(1)(g), the board of directors of the corporation shall approve a
marketing policy for these arrangements that is consistent with this section. The marketing policy may contain
other provisions as the board considers necessary. The marketing policy shall be carried out by the
corporation consistent with this act.

(4) A corporation providing services under a contract containing an administrative services only or
cost-plus arrangement in connection with a noninsured benefit plan shall provide in its service contract a
provision that the person contracting for the services in connection with a noninsured benefit plan shall notify
each covered individual of what services are being provided; the fact that individuals are not insured or are
not covered by a certificate from the corporation, or are only partially insured or are only partially covered by
a certificate from the corporation, as the case may be; which party is liable for payment of benefits; and of
future changes in benefits.

(5) A service contract containing an administrative services only arrangement between a corporation and a
governmental entity not subject to the employee retirement income security act of 1974, Public Law 93-406,
88 Stat. 829, whose plan provides coverage under a collective bargaining agreement utilizing a policy or
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certificate issued by a carrier before the signing of the service contract, is void unless the governmental entity
has provided the notice described in subsection (4) to the collective bargaining agent and to the members of
the collective bargaining unit not less than 30 days before signing the service contract. The voiding of a
service contract under this subsection shall not relieve the governmental entity of any obligations to the
corporation under the service contract.

(6) Nothing in this section shall be construed to permit an actionable interference by a corporation with the
rights and obligations of the parties under a collective bargaining agreement.

(7) An individual covered under a noninsured benefit plan for which services are provided under a service
contract authorized under subsection (1) is not liable for that portion of claims incurred and subject to
payment under the plan if the service contract is entered into between an employer and a corporation, unless
that portion of the claim has been paid directly to the covered individual.

(8) A corporation shall report with its annual statement the amount of business it has conducted as services
provided under subsection (1) that are performed in connection with a noninsured benefit plan, and the
commissioner shall transmit annually this information to the state treasurer. The commissioner shall submit to
the legislature on April 1, 1994, a report detailing the impact of this section on employers and covered
individuals, and similar activities under other provisions of law, and in consultation with the state treasurer
thetotal financial impact on the state for the preceding legislative biennium.

(9) As used in this section, “noninsured benefit plan” or “plan” means a health benefit plan without
coverage by a health care corporation, health maintenance organization, or insurer or the portion of a health
benefit plan without coverage by a health care corporation, health maintenance organization, or insurer that
has a specific or aggregate excess |oss coverage.

History: 1980, Act 350, Eff. Apr. 3, 1981;00 Am. 1984, Act 181, Imd. Eff. July 3, 1984;0 Am. 1993, Act 127, Imd. Eff. July 21,
1993;01 Am. 2003, Act 59, Eff. July 23, 2003.

Constitutionality: Thisact isunconstitutional in the following three particulars:

(1) The act's provision for an actuary panel to resolve risk factor disputes is an unconstitutional delegation of legislative authority in
that it lacks adequate standards (MCL 550.1205(6)).

(2) The statutory restrictions on administrative services only (ASO) contracts violate equal protection of the laws insofar as they
result in arbitrary and discriminatory treatment of health care corporations vis-a-vis commercial insurers (MCL 550.1104(3), 550.1211,
550.1414a, 550.1415, and 550.1607(1)).

(3) The commissioner's authority to issue a cease and desist order based on probable cause against a health care corporation for
noncompliance with the act establishes an improper burden of proof (MCL 550.1402(7)).

The Supreme Court ruling on these three areas of this act does not affect the constitutionality of the remainder of the act. Where, as
here, the unconstitutional provisions are easily severable, the remainder of the act need not be affected. Blue Cross and Blue Shield of
Michigan v Governor, 422 Mich 1; 367 NW2d 1 (1985).

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1211a Definitions; prohibited acts by corporation; processing claims for benefits on
timely basis; claim form; notice to covered individuals; notice to corporation of complaint
and proceedings contemplated; hearing; findings; order; violation of order; penalty; action
and award of actual monetary damages; review; stay of enforcement.

Sec. 211a. (1) As used in this section:

(a) “Noninsured benefit plan” means a health benefit plan without coverage by a health care corporation,
health maintenance organization, or insurer or the portion of a health benefit plan without coverage by a
health care corporation, health maintenance organization, or insurer that has a specific or aggregate excess
loss coverage.

(b) “Process a claim” means the services performed in connection with a claim for benefits including the
disbursement of benefit amounts.

(2) A health care corporation providing services under section 211 shall not do any of the following:

(a) Misrepresent pertinent facts relating to coverage.

(b) Fail to acknowledge promptly or to act reasonably and promptly upon communications with respect to
aclaim for benefits.

(c) Fail to adopt and implement reasonable standards for the prompt investigation of a claim for benefits.

(d) Refuse to process claims without conducting a reasonable investigation based upon the available
information.

(e) Fail to communicate affirmation or denial of coverage of a claim for benefits within a reasonable time
after aclaim has been received.

(f) Fail to attempt in good faith to promptly, fairly, and equitably process aclaim for benefits.

(9) Knowingly compel covered individuals to institute litigation to recover amounts due under a benefit
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plan or certificate by offering substantially less than the amounts due.

(h) For the purpose of coercing a covered individual to accept a settlement or compromise in a claim,
inform the covered individual of a corporation policy of appealing administrative hearing decisions that arein
favor of covered individuals.

(i) Delay the investigation or processing of a claim by requiring a covered individual, or the provider of
services to the covered individual, to submit a preliminary claim and then requiring subsequent submission of
aformal claim, seeking solely the duplication of a verification.

(j) Fail to promptly provide a reasonable explanation of the basis for denial or partial denial of a claim for
benefits.

(k) Fail to promptly process a claim where liability has become reasonably clear under 1 portion of a
benefit plan or certificate in order to influence a settlement under another portion of the benefit plan or
certificate.

() Refuse to enter into a service contract, or refuse to provide services under a service contract because of
race, color, creed, marital status, sex, national origin, residence, age, disability, or lawful occupation.

(3) A corporation providing services under section 211 in connection with a noninsured benefit plan shall
not, in order to induce a person to contract or to continue to contract with the corporation for the provision of
services under a service contract or certificate offered by the corporation; to induce a person to lapse, forfeit,
or surrender a certificate or service contract issued by the corporation; or to induce a person to secure or
terminate coverage with an insurer, health care corporation, health maintenance organization, or other person,
directly or indirectly, do any of the following:

(a) Issue or deliver to the person money or any other valuable consideration.

(b) Offer to make or make an agreement relating to a service contract or certificate other than as plainly
expressed in the service contract or certificate.

(c) Offer to give or pay, or give or pay, directly or indirectly, a rebate or adjustment of the rate payable on
the service contract or certificate, or an advantage in the services thereunder, except as reflected in the rate
and expressly provided in the service contract or certificate. Readjustment of the rate for services provided
under the service contract or certificate may be made at the end of a contract or certificate year or contract or
certificate period and may be made retroactive.

(d) Make, issue, or circulate, or cause to be made, issued, or circulated, an estimate, illustration, circular, or
statement misrepresenting the terms of a service contract or certificate, the advantages provided thereunder, or
the true nature thereof.

(e) Make a misrepresentation or incomplete comparison, whether oral or written, between service contracts
or certificates of the corporation or between service contracts or certificates of the corporation and an insurer,
hospital service corporation, health maintenance organization, or other person.

(4) A corporation providing services under section 211 in connection with a noninsured benefit plan shall
process claims for benefits on a timely basis. If not paid on a timely basis, benefits payable to a covered
individual shall bear ssimple interest from a date 60 days after a satisfactory claim form was received by the
corporation, at a rate of 12% interest per annum. The interest shall be paid by the noninsured benefit plan in
addition to, and at the time of payment of, the claim.

(5) A corporation providing services under section 211 in connection with a noninsured benefit plan shall
specify in writing the materials that constitute a satisfactory claim form not later than 30 days after receipt of
a claim, unless the claim is settled within 30 days. If a claim form is not supplied as to the entire claim, the
amount supported by the claim form shall be considered to be paid on atimely basis if paid within 60 days
after receipt of the claim form by the corporation.

(6) A corporation providing services under section 211 in connection with a noninsured benefit plan shall
provide in its service contract a provision that the person contracting for the services in connection with a
noninsured benefit plan shall notify each covered individua as to what services are being provided; the fact
that individuals are not insured or are not covered by a certificate from the corporation, or are only partially
insured or are only partially covered by a certificate from the corporation, as the case may be; which party is
liable for payment of benefits; and of future changesin benefits.

(7) If the commissioner has probable cause to believe that a corporation is violating, or has violated
subsection (2), indicating a persistent tendency to engage in conduct prohibited by that subsection, or has
probable cause to believe that a corporation is violating, or has violated any other subsection of this section,
he or she shall give written notice to the corporation, pursuant to the administrative procedures act, setting
forth the general nature of the complaint against the corporation and the proceedings contemplated under this
section. Before the issuance of a notice of hearing, the staff of the insurance bureau responsible for the
matters that would be at issue in the hearing shall give the corporation an opportunity to confer and discuss
the possible complaint and proceedings in person with the commissioner or a representative of the
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commissioner, and the matter may be disposed of summarily upon agreement of the parties. This subsection
shall not be construed to diminish the right of a person to bring an action for damages under this section.

(8) A hearing held pursuant to subsection (7) shall be held pursuant to the administrative procedures act. If,
after the hearing, the commissioner determines that the corporation is violating, or has violated subsection (2),
indicating a persistent tendency to engage in conduct prohibited by that subsection, or has violated or is
violating any other subsection of this section, the commissioner shall reduce his or her findings and decision
to writing, and shall issue and cause to be served upon the corporation a copy of the findings and an order
requiring the corporation to cease and desist from engaging in the prohibited activity. In addition to a cease
and desist order, the commissioner may order any of the following:

(8) Payment of a monetary penalty of not more than $500.00 for each violation but not to exceed an
aggregate penalty of $5,000.00, unless the corporation knew or reasonably should have known it was in
violation of this section, in which case the penalty shall not be more than $2,500.00 for each violation and
shall not exceed an aggregate penalty of $25,000.00 for al violations committed in a 6-month period.

(b) Suspension or revocation of the corporation's license or certificate of authority if the corporation
knowingly and persistently violated this section.

(c) Refund of any overcharges.

(9) A corporation that violates a cease and desist order of the commissioner issued under subsection (8),
after notice and an opportunity for a hearing, and upon order of the commissioner, may be subject to a civil
fine of not more than $10,000.00 for each violation.

(10) In addition to other remedies provided by law, an aggrieved covered individual may bring an action
for actual monetary damages sustained as a result of aviolation of this section. If successful on the merits, the
covered individual shall be awarded actual monetary damages or $200.00, whichever is greater. If the
corporation shows by a preponderance of the evidence that a violation of this section resulted from a bona
fide error notwithstanding the maintenance of procedures reasonably adapted to avoid the error, the amount of
recovery shall be limited to actual monetary damages.

(11) The filing of a petition for review does not stay enforcement of action pursuant to this section, but the
commissioner may grant, or the appropriate court may order, a stay upon appropriate terms.

(12) The commissioner may at any time, by order, after notice and opportunity for hearing, reopen and
alter, modify, or set aside, in whole or in part, an order issued by him or her under this section, when in his or
her opinion conditions of fact or of law have so changed as to require that action or if the public interest shall
SO require.

History: Add. 1993, Act 127, Imd. Eff. July 21, 1993;00 Am. 1998, Act 24, Imd. Eff. Mar. 12, 1998.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1212 Action without notice or lapse of time periods; waiver; attorney-in-fact.

Sec. 212. When, under this act or the articles of incorporation or bylaws of a health care corporation or by
the terms of an agreement or instrument, a health care corporation or the board of directors of the health care
corporation or any committee of the board may take action after notice to any person or after lapse of a
prescribed period of time, the action may be taken without notice and without |apse of the period of time, if at
any time before or after the action is completed the person entitled to notice or to participate in the action to
be taken or, in case of a subscriber, by his or her attorney-in-fact, submits a signed waiver of those
requirements. The attorney-in-fact may not be employed by, or receive substantial income from, the health
care corporation.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1213 Indemnification.

Sec. 213. (1) A health care corporation may indemnify any person who was or is a party to, or is threatened
to be made a party to, any threatened, pending, or completed action, suit, or proceeding, whether civil,
criminal, administrative, or investigative, other than an action by or in the right of the health care corporation,
by reason of the fact that he or she is or was a director, member of the corporate body, officer, employee, or
agent of the health care corporation, or is or was serving at the request of the health care corporation as a
director, officer, employee, or agent of another corporation, partnership, joint venture, trust, or other
enterprise. This indemnification shall be against expenses, including attorneys' fees, judgments, fines, and
amounts paid in settlement, actually and reasonably incurred by him or her in connection with the action, suit,
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or proceeding, if he or she acted in good faith and in a manner which he or she reasonably believed to bein,
or not opposed to, the best interests of the health care corporation, or its subscribers as a whole, and, with
respect to any criminal action or proceeding, had no reasonable cause to believe his or her conduct was
unlawful. The termination of any action, suit, or proceeding by judgment, order, settlement, conviction, or
upon a plea of nolo contendere or its equivalent, shall not, of itself, create a presumption that the person did
not act in good faith and in a manner which he or she reasonably believed to be in or not opposed to the best
interests of the health care corporation, or its subscribers as a whole, and, with respect to any criminal action
or proceeding, had reasonable cause to believe that his or her conduct was unlawful.

(2) A health care corporation may indemnify any person who was or is a party to, or is threatened to be
made a party to, any threatened, pending, or completed action or suit by or in the right of the health care
corporation to procure ajudgment in its favor, by reason of the fact that he or sheis or was a director, member
of the corporate body, officer, employee, or agent of the health care corporation, or is or was serving at the
request of the hedth care corporation as a director, officer, employee, or agent of another corporation,
partnership, joint venture, trust, or other enterprise. This indemnification shall be against expenses, including
attorneys fees, actually and reasonably incurred by him or her in connection with the defense or settlement of
the action or suit, if he or she acted in good faith and in a manner he or she reasonably believed to be in or not
opposed to the best interests of the health care corporation, or its subscribers as a whole. However,
indemnification shall not be made with respect to any claim, issue, or matter as to which the person has been
adjudged to be liable for negligence or misconduct in the performance of his or her duty to the health care
corporation unless, and only to the extent that, the court in which the action or suit was brought determines
upon application that, despite the adjudication of liability, but in view of al circumstances of the case, the
person isfairly and reasonably entitled to indemnity for those expenses which the court considers proper.

(3) To the extent that a director, member of the corporate body, officer, employee, or agent of a health care
corporation has been successful on the merits or otherwise in defense of any action, suit, or proceeding
referred to in subsection (1) or (2), or in defense of any claim, issue, or matter therein, he or she shall be
indemnified against expenses, including attorneys fees, actually and reasonably incurred by him or her in
connection therewith.

(4) Any indemnification under subsection (1) or (2), unless ordered by a court, shall be made by the health
care corporation only as authorized in the specific case, upon a determination that indemnification of the
director, member of the corporate body, officer, employee, or agent is proper in the circumstances because he
or she has met the applicable standard of conduct set forth in subsections (1) and (2). The determination shall
be made in any of the following ways:

(a) By the board by a mgjority vote of a quorum consisting of directors who were not parties to the action,
suit, or proceeding.

(b) If such a quorum is not obtainable, by independent legal counsel in awritten opinion.

(5) Expenses incurred in defending a civil or crimina action, suit, or proceeding described in subsection
(2) or (2) may be paid by the health care corporation in advance of the final disposition of the action, suit, or
proceeding, as authorized in the manner provided in subsection (4), upon receipt of an undertaking by or on
behalf of the director, member of the corporate body, officer, employee, or agent to repay that amount, unless
it is ultimately determined that he or she is entitled to be indemnified by the corporation.

(6) A provision made to indemnify directors, members of the corporate body, or officersin any action, suit,
or proceeding referred to in subsection (1) or (2), whether contained in the articles of incorporation, the
bylaws, a resolution of the directors, an agreement, or otherwise, shall be invalid only insofar as it is in
conflict with subsections (1) to (5) and this subsection. Nothing contained in subsections (1) to (5) and this
subsection shall affect any rights to indemnification to which persons other than directors and officers may be
entitled by contract or otherwise by law. The indemnification provided in subsections (1) to (5) and this
subsection continues as to a person who has ceased to be a director, member of the corporate body, officer,
employee, or agent, and shall inure to the benefit of the heirs, executors, and administrators of that person.

(7) A health care corporation may purchase and maintain insurance on behalf of any person who is or was
adirector, officer, employee, or agent of the corporation, or is or was serving at the request of the health care
corporation as a director, officer, employee, or agent of another corporation, partnership, joint venture, trust,
or other enterprise against any liability asserted against him or her and incurred by him or her in that capacity,
or arising out of his or her status as described in this subsection, whether or not the health care corporation
would have power to indemnify him or her against this liability under subsections (1) to (6).

(8) For the purposes of subsections (1) to (7), references to a health care corporation include all constituent
corporations absorbed in a consolidation or merger and the resulting or surviving corporation, so that a person
who is or was a director, officer, employee, or agent of a constituent corporation or is or was serving at the
request of such a constituent corporation as a director, officer, employee, or agent of another corporation,
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partnership, joint venture, trust, or other enterprise shall stand in the same position under the provisions of this
section with respect to the resulting or surviving corporation as he or she would if he or she had served the
resulting or surviving corporation in the same capacity.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1214 Rate of interest.

Sec. 214. A headlth care corporation may by agreement in writing, and not otherwise, agree to pay a rate of
interest in excess of the legal rate, and in that case, the defense of usury is prohibited.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1215 Health care corporation as shareholder in other nonprofit corporation; rights,
powers, privileges, and liabilities.

Sec. 215. When a health care corporation, consistent with the purposes of the corporation prescribed in this
act, is a shareholder in any other nonprofit corporation, its president and other officers or any of its directors
may hold the office of director of the other nonprofit corporation the same as if they were individual
shareholders in the other nonprofit corporation. The health care corporation, being a shareholder in the other
nonprofit corporation, shall possess and exercise all the rights, powers, privileges, and liabilities of individual
shareholders.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1216, 550.1217 Repealed. 2002, Act 559, Imd. Eff. Sept. 27, 2002.
Compiler'snote: The repealed sections pertained to merger, consolidation, or dissolution of corporation.
Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1218 Health care corporation; prohibited actions.

Sec. 218. A hedlth care corporation shall not do any of the following:

(a) Take any action to change its nonprofit status.

(b) Dissolve, merge, consolidate, mutualize, or take any other action that results in a change in direct or
indirect control of the health care corporation or sell, transfer, lease, exchange, option, or convey assets that
resultsin achangein direct or indirect control of the health care corporation.

History: Add. 2002, Act 559, Imd. Eff. Sept. 27, 2002,

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1219 Provisions superseded.

Sec. 219. A nonprofit health care corporation is subject to chapter 37 of the insurance code of 1956, 1956
PA 218, MCL 500.3701 to 500.3723. To the extent that a provision of this act concerning health coverage,
including, but not limited to, premiums, rates, filings, and coverages, conflicts with chapter 37 of the
insurance code of 1956, 1956 PA 218, MCL 500.3701 to 500.3723, chapter 37 of the insurance code of 1956,
1956 PA 218, MCL 500.3701 to 500.3723, supersedes this act.

History: Add. 2003, Act 59, Eff. July 23, 2003.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

PART 3

550.1301 Board of directors; powers and duties generally; appointment, qualifications, and
terms of members; vacancy; officer or employee as voting or nonvoting director; method
of selection; definitions; prohibition.

Sec. 301. (1) The property and lawful business of a health care corporation existing and authorized to do

business under this act shall be held and managed by a board of directors to consist of not more than 35
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members. The board shall exercise the powers and authority necessary to carry out the lawful purposes of the
corporation, as limited by this act and the articles of incorporation and the bylaws of the corporation.

(2) Four voting members of the board shall be representatives of the public appointed by the governor by
and with the advice and consent of the senate. Two of those members shall be retired individuals 62 years of
age or older. The term of office of each representative of the public shall be 2 years, and until a successor is
appointed and qualified. If a vacancy occurs before the conclusion of a 2-year term, the appointment of a
representative to complete the term shall be made in the same manner as the original appointment.

(3) The board of directors shall consist of not more than 25% provider directors. In addition to physician
and hospital provider directors, not less than 1 provider director shall be a registered professional nurse who
shall be representative of licensees under part 172 of the public health code, Act No. 368 of the Public Acts of
1978, as amended, being sections 333.17201 to 333.17242 of the Michigan Compiled Laws, and not less than
1 provider director shall be representative of the provider whose services, in the 1984 calendar year in the
case of an existing health care corporation, or, in the calendar year immediately following incorporation in the
case of a newly-formed health care corporation, generated the largest number of benefit claims received by
the corporation from its subscribers. Other provider directors shall be as broadly representative of provider
classes as possible.

(4) The bylaws of a health care corporation may authorize not more than 1 officer or employee of the
corporation to serve as a voting or nonvoting director.

(5) The remaining members of the board of directors shall include representatives of large subscriber
groups, medium subscriber groups, small subscriber groups, and nongroup subscribers, in proportions which
fairly represent the total subscriber population of the health care corporation. However, at least 3 directors
shall represent nongroup subscribers, at least 1 of whom shall be aretired individual 62 years of age or older,
and at least 3 directors shall represent small subscriber groups. Large and medium subscriber groups shall be
represented, to the greatest extent possible, by an equal number of labor and management representatives and
shall be categorized as labor subscriber representatives or management subscriber representatives.

(6) The method of selection of the directors, other than the directors who are representatives of the public,
and additional provisions and requirements for further refinement or specification regarding the number of
directors comprising each component shall be specified in the bylaws. The terms of office of directors, other
than the directors who are representatives of the public, and the method for filling vacancies in those offices
shall be provided in the bylaws. However, if aterm of office of more than 1 year is prescribed by the bylaws,
at least 1/3 of the members of the board shall be selected each year.

(7) The method of selection of each category of subscribers entitled to representation on the board under
subsection (5) shall maximize subscriber participation to the extent reasonably practicable. This subsection
shall permit, but not require, the statewide election of a director or member of the corporate body. The method
of selection shall neither permit nor require nomination, endorsement, approval, or confirmation of a
candidate or director by the corporate body, the board of directors, or the management of the health care
corporation, or any member or members of any of these. This subsection shall not apply to the selection of an
officer or employee as a director pursuant to subsection (4). This subsection shall not limit the rights of any
director, member of the corporate body, or employee or officer of the health care corporation to participate in
the selection process in his or her capacity as a subscriber, to the same extent as any other subscriber may
participate.

(8) For the purposes of this section:

(a) “Headlth care provider” or “provider” includes:

(i) A person defined as a health care provider or provider in section 105(4); a person employed by a health
care facility, as defined in section 105(3); or a director, officer, or trustee of a health care provider, as defined
in section 105(4), unless the person serves in that capacity as a representative selected by the same subscriber
group or collective bargaining representative which the person represents on the board of a health care
corporation.

(i) Except as provided in subdivision (b), a spouse, child, or parent of a health care provider who residesin
the same household.

(iii) A person who receives more than 25% of his or her annual income through the provision of goods or
services to health care providers, or who is an employee, officer, trustee, or director of a firm or organization
which receives more than 25% of its annual income through the provision of goods or services to health care
providers.

(b) For purposes of determining whether a director is a provider director, “health care provider” or
“provider” does not include a spouse, child, or parent of a health care provider who resides in the same
household if al of the following criteria are met:

(i) Not more than 1/3 of the total annual household income is earned by that health care provider.
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(i) The term of office of the director commences in the 1988 calendar year.

(iif) Not more than 2 directors qualify for the exemption under this subdivision.

(9) A director shall not be an employee, agent, officer, or director of an insurance company writing
disability insurance inside or outside this state.

History: 1980, Act 350, Eff. Apr. 3, 1981;0 Am. 1988, Act 45, Imd. Eff. Mar. 11, 1988.
Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1302 Bylaws generally.

Sec. 302. (1) The board of directors shall adopt initial bylaws and may amend or repeal those bylaws or
adopt new bylaws, subject to the prior approval or certification by the attorney general. The bylaws may
contain any provision for the regulation and management of the affairs of the health care corporation not
inconsistent with the articles of incorporation, this act, or any other applicable provision of law.

(2) The initial bylaws, and any new bylaws, amendments, or repealers shall be submitted to the attorney
general for review and approval. The attorney general shall approve the initia bylaws, new bylaws,
amendments, or repealersif the attorney general determines that they comply with this act.

(3) If the attorney genera disapproves all or any part of the initial bylaws, new bylaws, amendments, or
repealers, he or she shall return them to the board with a written statement setting forth the reasons for the
disapproval and any recommendations for change which he or she may wish to suggest, not later than 30 days
following their receipt. Bylaws, amendments, and repealers not returned to the health care corporation within
this 30-day period shall be considered to comply with this act and shall be considered approved.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1303 Meetings; required provisions in bylaws; notice; waiver; participation by
conference telephone or similar communications equipment; quorum; action by board;
actions requiring majority vote; record roll call vote; recording vote in minutes.

Sec. 303. (1) Regular or special meetings of the board or a committee of the board shall be held within this
state. With respect to regular or special meetings of the board or a committee of the board, the bylaws shall
include provisions regarding all of the following:

(a) The minimum number of regular meetings to be held each year.

(b) The publication and advance distribution of an agenda, including provisions respecting the time and
place of the meeting and the business to be conducted.

(c) Voting procedures. The use of proxies and round robins shall not be allowed.

(2) Notice of aregular meeting shall be given at least 15 days before the meeting and notice of a special
meeting shall be given at least 24 hours before the meeting. Attendance of a director at a meseting constitutes a
waiver of notice of the meeting, except in cases in which a director attends a meeting for the express purpose
of objecting to the transaction of any business because the meeting is not lawfully called or convened.

(3) Unless otherwise restricted by the articles of incorporation or bylaws, a member of the board or of a
committee designated by the board may participate in a meeting by means of conference telephone or similar
communications equipment by means of which all individuas participating in the meeting can hear each
other. Participation in a meeting pursuant to this subsection constitutes presence in person at the meeting.

(4) A maority of the members of the board then in office, or of the members of a committee thereof,
constitutes a quorum for the transaction of business, unless the articles or bylaws provide for alarger number.
The vote of the majority of members present at a meeting at which a quorum is present constitutes the action
of the board or of the committee, unless the vote of alarger number is required by this act, the articles, or the
bylaws. The following actions shall reguire the vote of not less than a mgjority of the members of the board
then in office:

(a) Adoption of bylaws, amendments to bylaws, or repealers of bylaws.

(b) Adoption of articles of incorporation, amendments to articles, or repealers of articles.

(c) The proposal or establishment of rates or rating systems; the adoption of provider class plans or
provider contracts; or the adoption of compensation for officers of the corporation.

(5) The bylaws shall provide that a record roll call vote shall be taken at the request of any 5 board
members. The vote of each member shall be recorded in the minutes.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield
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Popular name: Act 350

550.1304 Books, records, and minutes; copy of minutes; disclosure, publication, and
dissemination of minutes; compelling production of books or records.

Sec. 304. (1) A health care corporation shall keep accurate books and records of account and minutes of
the proceedings of the board of directors of the health care corporation, committees of the board, and the
corporate body. The books, records, and minutes may be in written form or in any other form capable of being
converted into written form within a reasonable time. One copy of the minutes or draft minutes from each
meeting of the board of directors shall be transmitted to the commissioner within 15 days after the meeting
was held. Upon the request of a member of the board of directors, consistent with the board member's
fiduciary duty under section 310, a subscriber shall receive, within 15 days after receipt of the request, a copy
of the minutes or draft minutes of 1 or more meetings of the board, its committee, or the corporate body, and
may be charged not more than the reasonable cost of copying and postage.

(2) Minutes shall be kept and need not be disclosed, except to the commissioner as provided in section 603,
for those portions of meetings which are held for the following purposes:

(a) To consider the hiring, promotion, dismissal, suspension, or discipline of an employee.

(b) To consider the purchase, lease, or sale of real property.

(c) For strategy and negotiation sessions connected with the negotiations of a collective bargaining
agreement when either party requests a closed meeting.

(d) For trial or settlement strategy sessions in connection with specific contemplated or pending litigation.
If these sessions are with respect to litigation to which the commissioner or the attorney genera is a party,
minutes regarding these sessions shall not be subject to examination and free access under section 603.

(e) To consider medical records of an individual.

(f) To consider the acquisition or disposal of certificates of stock, bonds, certificates of indebtedness, and
other intangibles in which the corporation may invest funds under section 206, if the information regarding
proposed acquisition or disposal may affect the price paid or received.

(g) To consider provider appeals when the provider has requested a closed hearing.

(h) To discuss marketing strategy with regard to a particular customer or limited group of customers, or to
discuss a new or changed benefit, the premature disclosure of which would have an adverse impact on the
health care corporation.

(i) To consider the removal of adirector from the board when the director requests a closed hearing.

(3) The date and time of preparation and existence of the minutes described in subsection (2), the contents
of which shall not be disclosable except to the commissioner as provided in section 603, shall be noted in the
minutes required to be kept under subsection (1). Once action is taken by the board to implement a
consideration or discussion described in subsection (2)(b), (f), (9), or (h), once a collective bargaining
agreement is reached as described in subsection (2)(c), once litigation is no longer pending as described in
subsection (2)(d), or once a closed hearing is concluded as described in subsection (2)(i), and upon the request
of the director to whom the hearing pertained, the minutes relating to the consideration, discussion, or strategy
session shall be published and disseminated with the next succeeding set of minutes published and
disseminated under subsection (1), and may be disclosed by the commissioner to other persons under section
603(3).

(4) The circuit court, upon proof of a proper purpose, may compel the production of books and records for
examination by a subscriber or the attorney general.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1305 Establishment and composition of corporate body; service of members on
committees; membership on board of directors.

Sec. 305. (1) A health care corporation may establish a corporate body. The corporate body shall consist of
individuals selected in the same manner as individuals are selected to serve as nonpublic members on the
board of directors. The size of the corporate body shall be such that, for each nonpublic voting director on the
board of directors of the corporation, there are 2 members of the corporate body. The 4 public members
selected pursuant to section 301(2) shall be considered to be members of the corporate body as well as
members of the board of directors. An additional 4 public members shall be appointed to the corporate body
by the governor by and with the advice and consent of the senate, 2 of whom shall be retired individuals 62
years of age or older.

(2) Members of the corporate body may serve on committees of the board of directors. A member of the
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corporate body may be selected for membership on the board of directors, provided that the selection is made
in accordance with the provisions of this part governing the selection of voting directors of the board.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1306 Effect of common directorship, officership, or interest on validity of contract or
other transaction; burden of establishing validity of contract; exclusion of common or
interested directors in determination of quorum; compensation of directors; bylaws
regarding conflict of interest.

Sec. 306. (1) A contract or other transaction between a health care corporation and 1 or more of its
directors or officers, or between a health care corporation and any other corporation, firm, or association of
any type or kind in which 1 or more of its directors or officers are directors or officers, or are otherwise
interested, is not void or voidable solely because of such common directorship, officership, or interest, or
solely because the directors are present at the meeting of the board or committee thereof which authorizes or
approves the contract or transaction, if all of the following conditions are satisfied:

(@) The contract or other transaction is fair and reasonable to the corporation when it is authorized,
approved, or ratified.

(b) The material facts as to the officer's or director's relationship or interest and as to the contract or
transaction are disclosed or known to the board or committee, and the board or committee authorizes,
approves, or ratifies the contract or transaction by a vote sufficient for the purpose. The conditions of this
subdivision shall be considered satisfied only if the officer or director has announced the potential conflict
prior to the vote, the minutes of the meeting reflect that announcement, and the officer or director abstained
from the vote.

(2) When the validity of a contract described in subsection (1) is questioned, the burden of establishing its
validity on the grounds prescribed is upon the director, officer, corporation, firm, or association asserting its
validity.

(3) Common or interested directors shall not be counted in determining the presence of a quorum at a
board or committee meeting at the time a contract or transaction described in subsection (1) is authorized,
approved, or ratified.

(4) The board, by affirmative vote of a majority of directors in office and irrespective of any personal
interest of any of them, may establish reasonable compensation of directors for services to the health care
corporation as directors or officers of the health care corporation.

(5) The bylaws of a health care corporation may include provisions regarding conflict of interest which are
more stringent than this section.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1307 Advisory councils; committees of board of directors; bylaws regarding
membership and emergency meetings and actions.

Sec. 307. The board of directors may establish those advisory councils and, unless otherwise provided in
the articles of incorporation or bylaws, those committees it considers necessary to perform its duties.
Members of the corporate body may serve on committees of the board of directors. With respect to
committees of the board, the bylaws shall include provisions regarding all of the following:

(a) Provisions which assure that the membership of each committee provides for representation of al of the
components of directors, as defined in the bylaws, to the greatest extent practicable.

(b) Provisions regarding emergency meetings of the executive committee of the health care corporation,
and action by that committee on behalf of the board in cases of emergency, as defined by the bylaws.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1308 Committees of board of directors; powers and authority; prohibited activities;
emergency actions.
Sec. 308. (1) To the extent provided by resolution of the board or in the bylaws or articles, a committee
established pursuant to section 307 may exercise the powers and authority of the board in management of the
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business and affairs of the health care corporation. The board shall review and may modify subject to the
rights of third parties any action or decision of acommittee. A committee shall not do any of the following:

(a) Amend the articles of incorporation.

(b) Adopt an agreement of merger or consolidation.

(c) Authorize the sale, lease, or exchange of all or substantially all of the corporation's property and assets.

(d) Approve, adopt, or amend provider contracts, provider class plans, rates charged to subscribers, or a
certificate.

(e) Amend the bylaws of the corporation.

() Fill vacancies on the board.

(g) Fix compensation of the directors or officers.

(h) Perform other similar acts of afinal or binding nature with respect to the business of the corporation.

(2) This section shall not prohibit emergency actions by the executive committee on behalf of the board, as
authorized in the bylaws of the health care corporation.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1309 Officers and assistants; selection; restriction; authority and duties; removal,
contractual rights; bond; vacancies; compensation; pension.

Sec. 309. (1) The board of directors shall select the officers of the health care corporation and a
chairperson, vice-chairperson, and other board officers and assistants as the board considers necessary.
However, an officer shall not execute, acknowledge, or verify an instrument in more than 1 capacity. Officers
shall have only the authority, and assistants shall perform only those duties, in the management of the
property and affairs of the corporation, as is provided in the bylaws or delegated to the officers and assistants
by the board of directors, consistent with the bylaws. An officer or assistant may be removed by the board of
directors with or without cause, subject to the contract rights, if any, of the officer or assistant. The selection
of an officer or assistant does not of itself create contract rights. The board of directors may secure the fidelity
of any or al of the officers by bond or otherwise. Unless otherwise provided in the articles or bylaws, the
board of directors may fill vacanciesin an office described in this subsection which occur for any reason.

(2) A hesdlth care corporation shall not pay a salary, compensation, or emolument to a director or officer
unless the payment is first authorized by the board of directors of the corporation. A director, officer,
assistant, or employee shall not be compensated unreasonably.

(3) A health care corporation shall not grant a pension to an officer or director, or to a member of the
family of an officer or director after the death of the officer or director. However, the corporation, pursuant to
the terms of a retirement plan adopted by the board of directors of the corporation and approved by the
commissioner, may provide for any person who is or has been a salaried employee or officer of the
corporation, a pension payable upon retirement, as provided in the approved retirement plan, and life
insurance benefits payable at death.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1310 Fiduciary duties; scope and manner of discharge; removal of director for breach of
fiduciary duty; notice and hearing.

Sec. 310. (1) With respect to management of the affairs and property of the health care corporations, and in
the selection, supervision, and control of committees of the board, employees of the health care corporation,
and officers, each director and officer, and the composite board, shall exercise the duties of a fiduciary toward
the health care corporation and the subscribers of the health care corporation as a whole, and shall discharge
his or her duties with the degree of diligence, care, and skill which an ordinarily prudent person would
exercise under the same or similar circumstancesin alike position. In discharging his or her duties, a director
or officer, when acting in good faith, may rely upon the opinion of counsel for the corporation, upon the
report of an independent appraiser selected with reasonable care by the board, or upon financial statements of
the corporation represented to the director or officer to be correct by the president or the officer of the
corporation having charge of its books of account, or stated in a written report by an independent public or
certified public accountant or firm of such accountants fairly to reflect the financial condition of the
corporation.

(2) After notice and a hearing before the board, a director may be removed from the board by a vote of 2/3
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of the directors selected and serving on the board for a breach of fiduciary duty.
History: 1980, Act 350, Eff. Apr. 3, 1981.
Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1311 Liability for misapplication or misuse of corporate money or property.

Sec. 311. Each director or officer of a health care corporation shall be individually liable for the
misapplication or misuse of corporate money or property caused through the neglect or failure of that director
or officer to discharge his or her duties in compliance with the standards prescribed in section 310, or through
wilful violation of this act or other laws governing the health care corporation.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1312 Action for failure to perform duties; commencement.

Sec. 312. An action against a director or officer for failure to perform the duties imposed by this act shall
be commenced within 3 years after the cause of action has accrued, or within 2 years after the time when the
cause of action is discovered, or should reasonably have been discovered, by a person complaining of the
failure to perform, whichever occurs sooner.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1313 False statement as misdemeanor; liability for false statement or report;
commencement of action for civil liability.

Sec. 313. (1) Except with respect to statements which are subject to prosecution for perjury, as defined in
section 423 of Act No. 328 of the Public Acts of 1931, being section 750.423 of the Michigan Compiled
Laws, a person, or an agent, director, or officer of a health care corporation, who knowingly makes any false
oral or written statement as to a material fact, in or with respect to a report required by this act, or in the
course of a hearing or examination held pursuant to this act, is guilty of a misdemeanor. In addition, the
person, agent, director, or officer knowingly making the false statement and each person, agent, director, or
officer knowingly authorizing, signing, or making the false report shall be jointly and severally personally
liable to any person who has become a creditor of the health care corporation upon the faith of the false
statement or the false report.

(2) An action for the civil liability imposed by this section shall be commenced within 2 years after
discovery of the false statement or within 6 years after the report has been made by the person, agent, director,
or officer of the health care corporation, whichever is sooner.

History: 1980, Act 350, Eff. Apr. 3, 1981.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

PART 4

550.1401 Offering of health care benefits; limiting benefits; division of benefits into classes
or kinds; prohibited conduct; grounds for denial of coverage; coordination of benefits,
subrogation, and nonduplication of benefits; health care corporation as party in interest;
limiting or denying coverage or participation status; requirements for participation and
reimbursement; determination by commissioner; definitions.

Sec. 401. (1) A health care corporation established, maintained, or operating in this state shall offer health
care benefits to all residents of this state, and may offer other health care benefits as the corporation specifies
with the approval of the commissioner.

(2) A hedlth care corporation may limit the health care benefits that it will furnish, except as provided in
this act, and may divide the health care benefits that it elects to furnish into classes or kinds.

(3) A hedlth care corporation shall not do any of the following:

(a) Refuse to issue or continue a certificate to 1 or more residents of this state, except while the individual,
based on atransaction or occurrence involving a health care corporation, is serving a sentence arising out of a
charge of fraud, is satisfying a civil judgment, or is making restitution pursuant to a voluntary payment
agreement between the corporation and the individual .
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(b) Refuse to continue in effect a certificate with 1 or more residents of this state, other than for failure to
pay amounts due for a certificate, except as allowed for refusal to issue a certificate under subdivision (a).

(c) Limit the coverage available under a certificate, without the prior approval of the commissioner, unless
the limitation is as a result of: an agreement with the person paying for the coverage; an agreement with the
individual designated by the persons paying for or contracting for the coverage; or a collective bargaining
agreement.

(d) Rate, cancel benefits on, refuse to provide benefits for, or refuse to issue or continue a certificate solely
because a subscriber or applicant is or has been a victim of domestic violence. A health care corporation shall
not be held civilly liable for any cause of action that may result from compliance with this subdivision. This
subdivision applies to all health care corporation certificates issued or renewed on or after June 1, 1998. As
used in this subdivision, “domestic violence” means inflicting bodily injury, causing serious emotional injury
or psychological trauma, or placing in fear of imminent physical harm by threat or force a person who is a
spouse or former spouse of, has or has had a dating relationship with, resides or has resided with, or has a
child in common with the person committing the violence.

(e) Require a member or his or her dependent or an applicant for coverage or his or her dependent to do
either of the following:

(i) Undergo genetic testing before issuing, renewing, or continuing a health care corporation certificate.

(if) Disclose whether genetic testing has been conducted or the results of genetic testing or genetic
information.

(4) Subsection (3) does not prevent a health care corporation from denying to a resident of this state
coverage under a certificate for any of the following grounds:

(a) That the individual was not a member of a group that had contracted for coverage under this certificate.

(b) That the individual is not a member of a group with a size greater than a minimum size established for
a certificate pursuant to sound underwriting requirements.

(c) That the individual does not meet requirements for coverage contained in a certificate.

(d) For groups of under 100 subscribers and except as otherwise provided in section 3709 of the insurance
code of 1956, 1956 PA 218, MCL 500.3709, that the group that the individual is a member of has failed to
enroll enough of its eligible members with the health care corporation. A denial under this subdivision shall
be made only if the health care corporation determines that the cost for the portion of the group applying for
coverage would be at least 50% more on a per subscriber basis than the per subscriber cost for the whole
group. A denia under this subdivision shall not be based on the health status of any individual in the group or
his or her dependent. A denial under this subdivision shall be based on sound actuaria principles and may be
based on 1 or more of the following:

(i) That the contract holder for the group applying for coverage is also offering a self-funded health benefit
plan.

(if) That the group applying for coverage is composed entirely of the contract holder's retiree business
segment.

(iif) That the average individua age of the members of the group applying for coverage is either 50%
higher or 10 years higher than the average individual age for the whole group.

(5) A certificate may provide for the coordination of benefits, subrogation, and the nonduplication of
benefits. Savings realized by the coordination of benefits, subrogation, and nonduplication of benefits shall be
reflected in the rates for those certificates. If a group certificate issued by the corporation contains a
coordination of benefits provision, the benefits shall be payable pursuant to the coordination of benefits act,
1984 PA 64, MCL 550.251 to 550.255.

(6) A health care corporation shall have the right to status as a party in interest, whether by intervention or
otherwise, in any judicial, quasi-judicial, or administrative agency proceeding in this state for the purpose of
enforcing any rights it may have for reimbursement of payments made or advanced for health care services on
behalf of 1 or more of its subscribers or members.

(7) A health care corporation shall not directly reimburse a provider in this state who has not entered into a
participating contract with the corporation.

(8) A hedth care corporation shall not limit or deny coverage to a subscriber or limit or deny
reimbursement to a provider on the ground that services were rendered while the subscriber was in a health
care facility operated by this state or a political subdivision of this state. A health care corporation shall not
limit or deny participation status to a health care facility on the ground that the health care facility is operated
by this state or a political subdivision of this state, if the facility meets the standards set by the corporation for
all other facilities of that type, government-operated or otherwise. To qualify for participation and
reimbursement, a facility shall, at aminimum, meet all of the following requirements, which shall apply to all
similar facilities:

Rendered Friday, January 22, 2010 Page 72 Michigan Compiled Laws Complete Through PA 242 of 2009
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



(a) Be accredited by the joint commission on accreditation of hospitals.

(b) Meet the certification standards of the medicare program and the medicaid program.

(c) Meet al statutory requirements for certificate of need.

(d) Follow generally accepted accounting principles and practices.

(e) Have a community advisory board.

(f) Have a program of utilization and peer review to assure that patient care is appropriate and at an acute
level.

(g) Designate that portion of the facility that is to be used for acute care.

(9) Not later than the close of business on the seventh business day after denying coverage under
subsection (4)(d), the health care corporation shall notify the commissioner of this denial and shall supply the
commissioner with the information used in determining the denial. The commissioner shall determine
whether he or she will approve or disapprove the health care corporation denial not later than the close of
business on the seventh business day after receipt of the notice and shall promptly notify the health care
corporation of his or her determination. The commissioner shall base his or her determination under this
subsection on whether the health care corporation met the standards in subsection (4)(d). The hedlth care
corporation or the denied contract holder may appea the commissioner's decision in circuit court. The
commissioner shall report to the senate and house of representatives standing committees on insurance issues
by May 15, 2005 and biennially thereafter all of the following:

(a) The number of denials made each calendar year by a health care corporation under subsection (4)(d).

(b) The number of denials under subdivision (a) that were approved by the commissioner under this
subsection and a summary of the type of group approved.

(c) The number of denials under subdivision (a) that were disapproved by the commissioner under this
subsection and a summary of the type of group disapproved.

(d) The number of decisions by the commissioner under this subsection that have been appealed and the
results of the appeals.

(10) Asused in this section:

(a) “Clinical purposes’ includes all of the following:

(i) Predicted risk of diseases.

(ii) Identifying carriers for single-gene disorders.

(iii) Establishing prenatal and clinical diagnosis or prognosis.

(iv) Prenatal, newborn, and other carrier screening, aswell as testing in high-risk families.

(v) Tests for metabolites if undertaken with high probability that an excess or deficiency of the metabolite
indicates or suggests the presence of heritable mutations in single genes.

(vi) Other testsif their intended purpose is diagnosis of a presymptomatic genetic condition.

(b) “Genetic information” means information about a gene, gene product, or inherited characteristic
derived from a genetic test.

(c) “Genetic test” means the analysis of human DNA, RNA, chromosomes, and those proteins and
metabolites used to detect heritable or somatic disease-related genotypes or karyotypes for clinical purposes.
A genetic test must be generally accepted in the scientific and medical communities as being specifically
determinative for the presence, absence, or mutation of a gene or chromosome in order to qualify under this
definition. Genetic test does not include a routine physical examination or a routine analysis, including, but
not limited to, a chemical analysis, of body fluids, unless conducted specifically to determine the presence,
absence, or mutation of agene or chromosome.

History: 1980, Act 350, Eff. Apr. 3, 1981;00 Am. 1984, Act 66, Imd. Eff. Apr. 18, 1984;00 Am. 1998, Act 135, Imd. Eff. June 24,
1998;01 Am. 2000, Act 26, Imd. Eff. Mar. 15, 2000;0] Am. 2003, Act 59, Eff. July 23, 2003.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1401a Health care service rendered by dentist; benefits or reimbursement; “dentist”
defined; certificates to which section applicable.

Sec. 401a. (1) If a group or nongroup certificate of a health care corporation provides for health care
benefits for a health care service, those benefits or reimbursement for the provision of the service shall not be
denied because the service was rendered by a dentist, provided the service was legally performed.

(2) As used in this section, “dentist” means an individual licensed under part 166 of Act No. 368 of the
Public Acts of 1978, being sections 333.16601 to 333.16647 of the Michigan Compiled Laws.

(3) This section shall apply only with respect to certificates which are issued or renewed on or after the
effective date of this section, and shall apply notwithstanding any certificate provision to the contrary.
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History: Add. 1982, Act 290, Imd. Eff. Oct. 7, 1982.
Popular name: Blue Cross-Blue Shield
Popular name: Act 350

550.1401b Certificate providing benefits for mental health services; requirements.

Sec. 401b. A certificate issued by a corporation which provides benefits for mental health services shall
provide benefits for mental health services provided to an individua by a mental health care provider
operated by or under contract with the department of mental health or a county community mental health
board in those instances when appropriate mental health services cannot be delivered otherwise, or if the
provider of the mental health services is designated by an order of a court; provided that the mental health
provider meets the standards set by the corporation for all other providers of the type.

History: Add. 1984, Act 230, Eff. Dec. 20, 1984.

Popular name: Blue Cross-Blue Shield

Popular name: Act 350

550.1401c Replacement group certificate with preexisting condition limitation; elimination,
reduction, or limitation of benefits; “disability coverage” defined.

Sec. 401c. (1) If existing group disability coverage is replaced by a group certificate with a preexisting
condition limitation and insuring 10 or more members, coverage in the replacement certificate applicable to
the preexisting condition limitation for an individual who had been covered for that condition by the replaced
coverage shall be not less than the lesser of the following:

(a) The coverage of the replacement certificate without application of the preexisting condition limitation.

(b) The benefits of the replaced group disability coverage until the individual's preexisting condition
limitation expires under the replacement certificate.

(2) Other than 